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- MEETING OF

NATIONAL PETROLEUM COUNCIL

Tuesday, February 7, 1961

Conference Rooms A and B
Departmental Auditorium

Washington, D. C.




TUESDAY MORNING SESSION
February 7, 1961

... The Haticnal Petroleum Council met in Conference
Rooms A and B, Departmental Auditorium, l4th Street and Con-
stitution Avenue, N.W., Washington, D. C., at nine-thirty o'clock,
Walter 8. Hallanan, Chairman, presiding ...

NMR. HALLANAN: Gentlemen, the Council will pleaae
come to order.

The Secretary will proceed to call the roll. Théie
are a good many new members of the council here this morning,
and I should like the opportunity to introduce them as their
names are called, so may I ask the new members of the council,
vhen their names are called, to pleiée rise so that I may have
an opportunity to formally introduce them to the council.

MR. BROWN: Gentlemen, as I read or call the roll
and come to a name of a member and that member is not present,
but an alternate or observer has benn requested to ait in in
his plac;.'wlll the individual, the observer, please rise and
give his ﬁame 0 we may have it for the recordf

MR. HALLANAN: Will you hold it just a minute, Mr.
Brown?

I understand Senator Metcalf is with us this morhing,
_and one of our Congressman ffiends. If they are in the hall,
I would like to ask them to come forward and sit at the front

table.
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Senator Metcalf and Congressman Friedel, will you
please come forward, gentlemen?

Proceaed, Mr. Secretary.

MR. BROWN: Mr. Leonard L. Aitken.

~f MR. AITEEE: Present.

MR. HALLANAN: Gentlemen, I desire to introduce a
new m@mhcr of the council, Mr. Leonard L. Alitken, President ﬁf
the Rocky Mountain Oil and Gas Association, of Denver, Colorado.

' We are delighted to have you with us, Mr. Aitken.

"MR. BROWN: Mr. Anderson?

/ MR. ANDERSON: Here.

MR. BROWN: Mr. Baldridge? Mr. Ball?
| O / MR. BALL: Here.

MR. BROWN: Mr. Banks?

V MR. BANKS: Here.
MR. BROWN: Mr. Perry R. Basa?
v MR. BASS: Present.

MR. HALLANAN: Gentlemen, I demire to introduce Mr.
Pexrry Bass, én independent oil producer of Fort Worth, Tcxgs.

We are happy to have you on the team, Mr. Bass.

MR. BASS: Thank you, sir.

MR. BROWM: Mr. Benedum?
. MR. BENEDUM: Here.
MR. BROWN: Mr. Bennett? Mr. Bergforas?

v MR. BERGFORS: Here.




MR. BROWN: Mr. Bjork?
v MR, BJORK: Here.

MR, BROWN: Mr. Blauastein?

./ MR. BLAUSTEIN: Here.
MR. BROWN: Mr. Blazer?
v MR. BLAZER: Here.
MR. BROWN: | Mr. Brazell?
\,f MR. BRAZELL: Here.
MR. BROWN: Mr. Bridwell? Mr. E. D. Brockett?
MR. HALLANAN: Is Mr. Brockett here?
MR. BROWN: He wag here last night.

My, BrowH? Mr. Buck?

\/; MR. BUCK: Present.

MR. BROWN: Mr. Carpenter? Mr. Carthaus?
J MR. CARTHAUS: Present.

MR. BROWN: Mr. Comerford?

MR. mms My name is R. J. Murdy. I am representing

MR. BROWN: Mr. Donald L. Connelly?

\,_)’J‘ ( : o

S . MR. mnm: Gentlemen, I deasire to introduce to
the council Mr. Donald L. Connelly, President of the Mid-

Continent 0il and Gas Association, of Houston, Texas.
We are happy to have you with us, Mr. Connelly.
MR. CONNELLY: Thank you, Mr. Chairman.

MR. BROWN: Mr. Copeland? Mr. Cowden? Mx. Cranson?




Mr. Cummins?
MR.

Davis.

Dunnigan.

Mr. R. W. Curtis? Mr. Davis?

REISTLE: I am Carl Reistle, representing Mr.

BROWN: Mr. Donnell?

'DUMBROW: I am Mr. Dumbrow, and I represent him.

BROWN: Mr. Dow?

DOW: Here.

BROWN: Mr. Downing?
DOWNING: Present.
BROWN: Mr. Duke?
DUKE: Here.

BROWN: Mr. Dunnigan?

BATZELL: I am Homer Batzell, representing Mr.

BROWHN: Thank you. Mr. Endacott?

ERDACOTT: Here.

BROWN: Mr. Fawcett? Mr. Fisher?

KENNEDY: I am Mr. Kennedy, representing Mr. Pisher.
BROWN: Mr. Follia?

FOLLIS: Here.

BROWH: Mr. Fox?

FOX: Here.

BROWN: Mr. B. C. Graves? Mr. B. I. Graves?

B, I. GRAVES: Here.

BROVWN: Mr.Green?




v ‘MR. GREEN: Here.
MR. BROWN: Mr. EHallanan?

¥ MR. BALLANAN: BHere.

MR. BROWN: Mr. Hamon?
MR. HAMON: _ﬂir&.
MR, BROWN: Mr. Hardey?
v MR. HARDEY: Here. |
MR. BROWN: Mr. Harper?
7 MR. BARPER: Here.
MR. BROWN: Mr. Hartman? Mr. Hawley?
’ MR. HAWLEY: Here.

MR. BROWN: Mr. Hope?

MR. JAMISON: I am Miner Jamison, representing Mr.
Hope.

MR. BROWN: Mr. Paul N. Howell?

MR. HALLANAN: Gentlemen, I desire to introduce to
the council Mr. Paul!Howell, of San Antonio, Texas, who is
President of the Howell Refining Company.

We are pleased to have you as a member of the council,
Mr. Howell. |

»~ MR. BOWELL: Thank you.

MR. BROWN: John G. Hurd? Mr. Harry A. Jackson?
MR. HALLANAN: Gentlemen, I desire to present Mr.
v/Barry Jackson, President of the American Petrofina Company.

We are happy to have you on the team, Mr. Jackson.




MR. BROWN: Mr. Jacobsen?
" MR. JACOBSEN: Here.
MR. BROWN: Mr. Elliott Johnson? Mr. W. E. Johnson?
?g;>‘ Mr. Charles Jones? Mr. J. Paul Jones?
. MR. J. PAUL JONES: Here.
Mﬁ. BROWN: Mr. W. Alton Jonesa? ﬁr. Kayser?
MR, BOYD: I am Howard Boyd, appearing for Mr. Kayser.
MR, BROWN: Mr. Keelexr? Mr, Lawton? Mr. Long?
MR. FOLEY: I am J. W. Foley, for Mr. Long.
MR. BROWN: Mr. Ludwig? Mr. McClure?
v MR. McCLURE: Here.
MR. BROWN: Mr. McCollum?
O ﬁ MR. McCOLLUM: Here.
MR. BROWN: Mr. McGee? Mr. Maguire?
MR. MORTON: I am Oscar Morton, for Mr. Maguire.
MR. BROWN: Thank you, Mr. Morton. Mr. Majewski?
. MR. MAJEWEKI: Present.
MR. BROWN: Mr. Marshall?
v" MR. MARSHALL: Here.
'Mk. BROWN: Mr. Millard?

¥ MR. MILLARD: Here.

MR. BROWN: Mr. Don H. Miller? Mr. Milligan?
MR. CAMPBELL: Douglas Compbell, for Mr. Milligan.
‘MR. BROWN: Thank you, Mr. Campbell. John J. Moran?

MR. HALLANAN: Mrx. Moran, we are happy to greet you




as a membexr ﬁf the council.
Gentlemen, I desire to introduce Mr. John J. Moran,

who is President of the American Association of 0il Well

Drilling Contractors, of Wichita Falls, Texas.
MR. BROWN: Mr. W. E. Muellexr? Mr. Nickerson?
./ MR. NICKERSON: Here.
MR. BROWN: Nr. Mielson?
MR. MacARTHUR: M. R. MacArthur, for Mx. Nielson.
HR. BROWN: Thank you, Mr. MachArthur. Mr. Nineas?
/ MR. NINESS: Here.
MR. BROWN: Mr. Nixon? Mr. Nolan?
_ MR. BOOKER: Al Booker, for Mr. Nolan.
O MR. BROWN: Thank you, Mr. Booker. Mr. O'Shaughnessy?
v /‘!;:'. Ed Parkea?

MR. HALLANAN: Gentlemen, I desire to introduce to
the council the new member Mr. Ed Parkes, of Shreveport,
Louisiana, who is President of the United Gaa Corporation.

We are happy to have you, Nr. Parkes.

MR. BROWN: Mr. Parten?

~ MR. PARTEN: Here.

'MR. BROWN: Mr. Pogue? Mr. Porter?

.~ MR. PORTER: Here.
MR. BROWN: Mr. Potter? Mr. Rathbone?
/' MR. RATHBONE: Here.

MR, BROWN: Mr. C. Pratt Rathex? Mr. Ritchie?




MR.

RITCHIE: Here.

BROWN: Mr. Robineau?
ROBINEAU: Herxe.

m: Mr. Rodman? Mr. Rowan?
SBOEMAKER: Here.

BROWN: Mr. Smith?

SMITH: Here.

BROWMN: Mr. Monroe E. Spaght?

HALLANAN:

Mr. Shoemakex?

Gentlemen, I know we are all happy to

welcome to this council the new Presgident of the Shell 0il

Company, Mr. Monroe Spaght.

We are happy to have you here, Mr. Spaght.

J MR,

SPAGHT :
BROWN: Mr. Charles K. Spahr?
SPERCER: Here.
BROWN: Mr. Staplea?

STAPLES: Here.

BROWN: Mr. Supplee?

SUPPLEE: Here.

BROWN: Mr. Jonn E. Swearingen?
SWEARIMGEN: Here.

HALLANAN: Gentlemen, I desire

Thank you very much, sir.

Mr. Spencer?

to present Mr.

John E. Swearingen, President and Chief Executive Officer of

the Standard Oil Company of Indiana, a new member of the council.

John, we are certainly happy to have you on the team.




MR.

.MR.

SWEARINGEN: Thank you.

BROWN: Mr. Taylor? Mr. Thorson?

THORSON: Here.

BROWN: Mr. Vandeveer? Mr. Richard L. Vockel?

HALLANAN: Gentlemen, Mr. Richard L. Vockel, who

igs Vice President of the Waverly 0il Works Company, of Newark,
Ohio, and who is a worthy successor to his distinguished fathex
who served since the organization of this council.

We are happy to have you and welcome you to the
council, Mr. Vockel.

v MR.

VOCKEL: Thank you, sir.
MR, BROWN: Mr. Warren? Mr. Webber?
Vf MR. WEBBER: BHere,
| MR. BROWN: Mr. Wells?
\/;'Mna WELILS: Here.
MR. BROWN: Mr. Whaley/?f-‘ VI S e ,;
i \'-Hk. WHALEY: Hérégh S ark ¥ et H_“
MR. BROWN: Mr. Howard Whit;é R
v MR. HOWARD D. WHITE: Here.
MR. BROWN: Mr. John White?
" MR. JOEN H. WHITE: Here.
MR. BROWN: Mr. Whiteman?
1.~ MR. WHITEMAN: Here.
MR:. BROWN: Mr. Windfohz?
\J._s"';HR-' WINDFOHR: Here.
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MR. BROWN: Mr. John Wrather? Mr. Young?

MR. BATTLE: I am Fred Battle, representing Mr.
Gaorge Youndg.

MR. BROWN: Thank you, Fred.

A quorum is present, Mr. Chairman.

MR. HALLANAN: A quorum is present and the council
will now proceed to the transaction of the business before it.

Since our last meeting, gentlemen of the council,
I am sorry to aﬁviue that one of our distinguished and beloved

membere has passed on, Mr. Harry Hilts, of New York. He has

been a member of the council for a great many years. e

The Chair recognizes at this time Mx. John Harper to

present a memorial. Mr. Harpexr?
RESOLUTION IN MEMORIAM
' TO
HARRY B. HILTS
PRESENTED BY
JOHN HARPER

MR. HARPER: The National Petroleum Council recorda
with profound sorrow the death of Harry B. Hilts on May 15, 1960,
at his home in Pipersville, Pennsylvania.

Harry Hilts was born on January 7, 1896, and was
brought up in Baltimore. After completing two years of law
achool, he went to work in an oil company to help support his
family. The oil business occﬁpied him for the rest of his

career. For some years he worked for Mrx. O. D. Robinson in the

New York City office from which he covered territory from Maine
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to Arkansas. In 1935 he went with Cities Service as a tank
car salesman. Thén after that he entered a partnership to
market gasoline through a chain of service stations in New York
City. |

Finally in 1941 he proposed that he become the PFPirast
Secretary of the Empire State Petroleum Association, at whatever
rate of remuneration his services proved to warrant.

His imaginative leadership huilt up a strong organi-
zation, notable for its integrity, constructive criticism, and
sound intra-industry relations.

He bristled with ideas ana gained acceptance of many
of hias suggestions by hiw own membernhip,‘by executives of the
large, integrated oil companies, and by Seﬁators-and Congressnen.

Harry Hilts served loyally and proudly on this council
from 1948 until the day of his death.

THEREFORE, BE IT RESOLVED by the Members of the
National Petroleum Council, at its meeting in Washington, D. C.
this seventh day of Pebruary, 1961, that this resoclution be
spread upon the recordi of the Council as a memorial and txibute
to its faithful and devoted member, and that a copy thereof be
sent to his widow, Mrs. Hazel L. Hilts, as an expression of the
Council'e profound sorrow and heartfelt sympathy.

MR. BEALLANAN: Mr. Harper, do you move the adoption
of the resolution?

MR. BARPER: Yes, air.
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Hﬁ. HALLANAN: May I ask for a rising vbta.‘gentlemen?

«s+ Risming Vote ...

MR. HALLANAN: thtlemenrof the Council, we are
honored this morning with the presence of representatives of
the legislative arm of the Govnrnmnnﬁ vhom we always welcome
here in the deliberations of tha Council.

I should like at this time to introduce Senator Met-
calf, of Montana. (Applausé)

At the game time I want to introduce Congresaman
Friedel, of the great State of Maryland. (Applause)

iy APPROVAL OF MINUTES OF
MFETING OF MARCH 22, 1960

ﬁR. ﬁALLAﬂhﬂ: The minutes of the laat mecting_of
the Council were mailed to the members some time ago.

Are there any objectiona? |

If not, may we have a motion of approval of the
minutes of the last mnuting?

MR. RATHRONE: I sO move.

MR. HALLAMAN: It ia moved and seconded that the
last meeting of the Council be approved. All in favor indi-
cate by-saying vaye"; contrary,'“no;“

| It is so ordered.

I.anticipate the arrival of the Secretary of the
Interior mosat any time, but pending his arrival, I am going to
pass along to the report of the Agenda Cammittthl

Mr. Jacobsen, will you please P¥esent the report?
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REPORT OF AGENDA COMMITTEE
' BY
A, JACOBSEN

NMR. JACOBSEN3s Pursuant to the call of a meeting
of the Agenda Committee o'f_ the Mational Petroleum Council made
by the committee's chairman, Mr. A. Jacobaen, in his wire to
the members on January 17, 1961, and with the approvai of the
mat:l.pg and ite agenda having been obtained from Captain
Matthew V. Carson, Jr., Government Co-Chairman of the CQmittu,
confirmed by his letter of January 19, 1961, the .Agenda-cdm-
mittee met on February 6, 1961, at 3 p.m. in the office of the
National Petroleum COupcil in washington, D. C.

Under date of December 19, 1960, the Honorable Fred
A. Seaton, Secretary of the Interior, .addreascd a letter, a
copy of which is attached to fhiﬂ_ report, to Mr. Walter S.
Hallanan, Chairman of the National Petroleum Council, reguesting
the Council to create a committee or committees to undertake a
thorough atudy to determine th? petroleum and gas transmission
lines, crude oil and petroleum products pipelines, inland water-
ways barges, tank cars and tank truchks. |

In connection with the study of petroleum and gas
pipelines, '.i.t wags alac requested that information be submitted
to the Government on individual pump station or comﬁreuar
-tatiﬁa _locations by latiﬁude and longitude.

As provided in the Articles of Organization of the

Council, this letter was conaldered at the above-mentioned
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meeting of the Agenda Committee at which meeting it was unanimi-
mously agreed to recomﬁend to the Council the appointment of a
committee or cammittges to make the study as requested by
SecretarylSeaton and to report to the cQuncil. The committee
or committees should not suggest plans or programs, but should
confine reports to findings of fact.

In a second letter dated Deﬁember 19, 1960, addressed
to Mr. Walter S.. Hallanan by Secretary Seaton, a copy of which
is attached hereto, the Secretary reqguested that the National
Petroleum Council undertake a study to determine production
capacity as of January 1, 1961, actual 13960 productioﬁ, raw
materials requirements, purchased electric power requirements,
manpower requirements and plant location by latitude and longi-
tude, of all petrochgmical facilities in the United States dwned
or operated by petroleum and gaa companies or in petroleum
facilities.

As provided in the Articles of Organization of the
Council, this second letter dated December. 19, 1960, was con-
sidered at%the-ahove—mantioned meeting of the Agenda Committee
at which meeting it was unanimously agreed to recommend td the
Council the appointment of a committee to make the study of
petrochemicals as reguested by the Secretary, and to report to
the Council.

The Agenda'chmittee recommends that because of the

great complexity of the subject, the committee to be appointed
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should confer thoroughly with representatives of the Department
of tiim Interior so as to defiee the exact acope of the study

and determine the manner in which the committee can beat comply
with the request of the Department of the Interior. The com-
mittee should not suggest plané or programs, but should con-
fine its reportas to findings of fact.

This i? respectfully submitted, A. Jacobsen, Chairman
of the Agenda Committee, and I move the adoption of the report.

ess The matioh was duly seconded ...

MR. HALLAMAN: Gentlemen, you have heard the report
of the Agenda Committee as submitted by Mr. Jacobsen.

Are Ehefe any remarks?

It has haen‘movud and aecondid that the-report be
adopted. All in favor indicate by saying “aye"; contrary, "no."

The report is unanimously adopted.

Gentleman, we are very pleased that at this first
meeting of the National Petroleum Council of the year 1961 that
we are honored with the preeence this nbrning of the dis-
tinguished new Secretary of the Interior.

This Council is moving into its 15th year of existence.
It was organized in Junea of 1946, and thg first membership
appointed by_Secretary Krug under the authority of an executive
order jissued by the President of the United Statea., That
exncﬁtivq order called attention to the fact that there was a

great need for an industry-government team to serve in peacetime
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to the same extent that the petroleum industry war council
served the country during World war II.

We have served through four Secretaries of the Interior,

Secretary Krug, Secretary Oscar Chapman, Secretary McKay,
Secretary Seaton, and finally, we are here now today under the
jurisdiction of Secretary Udall.

I think that I may iay to the new Secretary that the
members of the Council representing the 611 and gas industry
have accepted their responsibilities with a spirit‘of patriotic
challenge. They have looked upon this as an opportunity to
serve thelr Government at a time when we are in a cold war, and

the devoted energies, studies and time given by the membership

of this Council to the request of the Federal Govemment will
go down in a historic page.

We feel that we have blazed the trail on industxy-
government cooperation in a way that sets a very high mark. It
is rather remarkable to look back over these 14—1/2 years and
recognize the fact that during that time the National Petroleum
CGunéil, through its organization and through its committees,
has completed final or interim studies on 142 different sub-

~ jects covering all phases of the oil and gas industxy vhich are

related to the problems of national defense.
| I know that we feel we have done a worth-while job,
and I know that we wish to pledge to the new Secretary our

continued loyalty and devotion to the problems of ouxr govermment.
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We want to continue the same high performance that we have
done in the past.
In introducing Secrefqry Udall this morning to you, I
want to say to him that it is our wish to carry on in the future |

under him as we have in the past under his predegessors.

I take pleasure, members of the Council, in intro~ <=

ducing the new Secretary of the Interior, the Honorable Stewart
Udall.

{Applause)
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ADDRESS OE
" THE HONORABLE STEWARE_L. UpALL
SECRETARY OF THE INTERIOR

SECRETARY UDALL: Thank you very much, Myx. Eallanan.

I have some prepared remarks, but I am basically an
fo—the-cuff-type speaker, and I will read my remarks later
because I put considerable thought into them, but I wanted teo
say a few other things to you by way of perhaps revealing a thing
or tﬁo about myself, and by way of getting acquainted.

| - It has been my experiencq)in my brief career in public
s#rvice,that thére is only one sure way of being succeasful,
at least in the limited sense that people understand you, and
that is to be completely direct, completely candid, and com-
pletely straightforward in all your dealingy with your conatitu-

ents

)and with thepuhlic)and with the pegople that you serve with,

- whether it is in the Congress or in the Executive Department.

I know I have weaknesaeg,,andai—imaginewsom&naiuthﬂm
wi—l—l—heeoue‘apparen-t—ahertaah but I hope that one weakness which
you willnnot discover in your dealings with me ia a lack of
candorjor a lack of stralghtforwardness, or a léck of honeaty,
according to my lights, as I ae§ the issues that face you and
this great industry.

I have spent considerable time in the past few weeks
in attempting to recruit people from your industry to assist me
in some of the tasks that I have; in fact, I have an announce-

ment or two to make on that score this morning.
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I have encountered something that disturbed me a bit.

I have talked to peocple about it 'and I want to talk to you

about it for just a moment today, as a preface to my remarks.

There is a school of thought ~— in fact, it almost
reaches the proportion of being an old wives* tale -- that
there is one industry in this country, and=ft—is the petroldum
industry, that haa no public spiriy; and that the people in
this industry are somehow under a cloud and cannot be—asied
or should not be asked to serve in public capacities in this or
in any other adninintr#tion.

I take issue with that myth, or whatever it is, and
I have taken issue with it in arguing with several people that
I was trying to draw into Government service. As a matter of
fact, I'said to them that I see no reason vhy, d;spite the
fact that as far as some pecple Qre concerned, the pecple in
the oil industry are n;rrauminded)ané—eniy céneernuéjiﬁth their
own welfare, and lack public spirit,-- I know of that myth, but
I want to say to you that I think that the-time has come for
some of the people from your ranks, and I know there have been
notable contributions aﬁd I hope there will ba ugder me, a0
that we can dispel this once and for all, to redeem the cil
industry just the way that Jim Porxestal and Bob Lovett and a
lot of other people redeemed Wall Street.

There was a time, you know, when no one from Wall

Street could serve in Washington, because the cry would go up
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that there was something afoot. So I want it understood, be-

cause I have not been on my job long -- who was it, Mark Twain,
the famous old saying of "Familiarity breeds contempt"; bﬁt
Mark Twain added something to it. He said that familiarity
breeds contempt and children.

But I want to say tc you that as far as I am con-
cetned, in the dealings that I have had thus far with people
in your industry, familiarity has bred respect, and I want to
announce this morning that I am most pleased on two coﬁntl.

One is that a prominent member of this ;ouncil. and
one who is widely known and respected in your ramks, Major J.
R. Parten, has agreed to come with me as a consultant for
several weeks, to help me sort out my thinking and to get to
the bottom of some of the problems and to lay out a program for
you. (Applause)

I only met the Major a few days ago, but he comes
highly recommended to me from several quarters, and, as you
know, he has served with many Secretaries. If he was goo#
encugh for Harold Ickes, he is good enough for me, I am sure.

It gi#oa me great nétisfactibn also, and some of you
may know of this -- indeed, fhe President himself may have an
announcement to make on this at the White House within thé next
day or 80 -— to make a further annocuncement.

One of the very serious problems that we face in this

country, a problem we have not really tackled with the type of
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vigor and imagination that has been needed, is the problem of

our first Americans, the Indian people. Some time ago I at-

tempted to secure the services of anothexr prominent man within

your industry who came with me here this morning, Bill Keeler,
to be the Indian Commissioner, and h;caune of his commitwments
and all he did not feel that he could take the job on a per-
manent basis, but he and his company very generously have agreed
to loan him to me.

They are Qoing to pay him. I do not hhve to pay him,

30 he is free, What advice he gives me comes out of his heart.

He has agreed to serve me for S0 days without pay as the chair-
man of a committee that I am attempting to set up to establish
new Indian policies and to, I hope, reorganize and revise the
operationa of the Ihdian Bureau.

I think this is typical of the type of public apirit
that does exist in your ranks. I understand, incidentally,
that Bill knows a little about the oil indn-tfy. I might even
snitch a little advice from him on oil problems, too, on the
side, although we will have him guite busy. But it does give .
me pride and pleasure to announce that he has agreed to serve
with ua.

In fact, I think the President of his company is
here. I am hoping to get him so involved that wu_wilike-p him
for maybe six or nine months, so the Phillips Company had

bettexr brace themeelves. (Applause) E,fﬁJﬁ
" /
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ﬁ/f’ Incidentally, we hear a lot:about consultants these
; days, and no one seems to know what a consultant is. I guess
we will find out. It reminds me of the story of the young
vassar girl who went West to one of our ranches and began
asking detailed questions sbout the operations of the ranch and
its livestock, and it finally.becamn quite aﬁbar:nlsing, a0me
of the questionsa.

Everybody avoided her, but one old cowboy. Finally
ghe cornered him one day and asked one of the cuestions that she
had not hcen_ible to get an answer to. She said, "What is a
gelding? "

"Well, ma‘am," he scuffed the ground a little bit,
and he said, "I gueas you would say a gelding is a horse that
runs with i herd, but on a consulting basis only." (Laughter)

So I mean no offense to Major Parten or Bill, but

N
1

that is, I submit, one definition.

\

\“«,, How to my prepared remarks.
- AI come not as a stranger to this meeting, nor even
as your guest. We are standing today on common ground and I am
‘happy to be counted as one of you. Some of us are friends,
sowe of us have had the pleasure of meeting the firast time last
evening, but all of us are bound together by a mutual responsi-
bility for the social, economic, and political impact of the
petroleuwm industry on the affairs of our nation and on the

world.
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ré I trust we are here bhecause we have accepted this
responsibility, are prepared to meet it in common, and in doing
o 80 are ready to make the fullcit posaible use of this council.
ﬁ(;) I am here to give you my word on this and to ask for
youra. And may I say in passing, do not be surprised if the new
Secretary and his advisors give this council new assignments

and new responsibilities.

£3
fls
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' In his insugural address, President Kennedy uttered
these stirring words: "Ask not whnt.your country will do for
you, ask what you can do for your country,”

A few days later in his message on the State of the
Union, the President maid, "I here pledge myself and my

colleaguse in the Cabinet to a continuous encourigemsnt of

“initiative, responsibility and energy in serving the nsticmal

intersst.”

Thus, in asking your help today, I am acting on the
direct counsel of a Presidant, nmy President and yours, who
bhas solemnly committed me to amn open mind and to an open door.

You may call this cooperatiom if you wish. I think
it amounts to much more. These sre times which demand much
more than mere cooperation betwesn the private and public
nactota of Anurican antirprlal.

Communism, if you recall, begsn as & demand for equality.
It promized to divide the wealth and to give political powsr
to the downtrodden. But, to many of its early converts, the
appeal of Communisn lay in its promise to-follouiri that they
would take part in a selfless crusade for humenity. The promise
was & false one, and has been expossd by history time and time

again. That it succesdsd so well, and still persists is due

largely to default by defenders of free institutions,

Nevertheless, I believe that Communism is losing this
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ideological battle, that its sppeal todsy is based largely on
the ancient srgument for tyramny that is more efficient than
fresdom for providin: material bewefits. This, too, is a
false argument. But no matter what price we place on free-
dom, it is not an irrelevant argument, not to the great mumbers
of psople in Asia and Africa, and latin Americs, where many
of you people apira—tn- today, who ars now living at intolexabls
sconomic levels, |

The United States is perfectly capable of demonstrat-
ing to the world that our economic system is efficient, is
unique, that it is flexible, that it is the servant and not the
master of the open society in which we live. Such & dewonstra-
ttﬂ;, however, callas for more than cooperation by business and
govaramant. It demands a mitantnl identity of purpose, and
& zonl to weld iogsther common interests.
B The petroleus indumtry is part of the core of
America's sconomic and military strangth., It is pivetal to the
welfare of cohemion of the fres world. We in the goveramment
know its impertance. We recognise its euplﬁxiﬁos. Ve re-
spect those who direct it. I am confident that for your part,
you xppreciate the imescapable involvement of goverament in the
industry. We must have national policies on 0il and gas, and
these policien must be determined by public bodies which

weigh the public interest in the scales,
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The Department of the Interior is the principal
plicy-making agent in this sphere. Its responsibilities will
grow rather than diminish, I would guess, in the coming years.
There are, I supposs, soms who wish this were not so, who be-
lleve the industry can solve its own problems, and that accepting
any governmental association with the private sector of the
economy is letting the camel nomse into the tent.

Despite what I have aaid about the Communist challenge,
‘I appreciate this thinking and regret that it has so little to
do with reality, However, recent events demonstrate conclusive-
ly that there are simﬁly no alternatives to government as an
astiter of the industry, as its shield in foreign affa§rs, and a8
guudiun of the national interest,

The true problem for us is to davilop the machinery
that will permit government to carry out etﬁicicntly its balance
wheel function without usurping those of business. All that is
required by the government for its regulatory role at home and
its rvepresentative role abroad. This knowledge is by the very
nature of our system found in the private sector. This is as
it should be. I feel, as you de, th;trgovernmont should not,
would not, and could not, assume any function that is properly
g business on¢., Yet, there are many occasions when suhsta#tial
HMormation and advice from the private sector must be available
to government for the intereat of the nation, and, hence, for

the interest of the industry.




This need becomes critical in dealing with the
monolithic stantes that recognize no division hotﬁan public
andrivate sectors. I believe thome who have created and who
continue this Council umderstood the problem well, for here in
the National Petrolsum Council we have am ideal bridge for tha
two-way traffic of ideas and information beiwsen government
and industry. The bridge may need a few improvemsnts, but it
is atructurlllf sound and it is capable of carrying far morve
traffic than it does now. Our job is to improve its approaches,
and work has already begun on the goverzment side,

. 1 canmot promise t_ha-t the governsent will meeept all
recommendations put forward by the industry, or that our views
on a given subject will always coincide with yours., This is
Dot what & government depsrtmeat is for. But I can promise
that your views will alyurs be welcoms, and yowr facts and
!nﬁﬂs put to uss.

Again, s President Zsnaedy said last week, let it |
be clsaxr that this metntm recogaizes the uim of daring
and disesnt, and that we gri.tt hesalty controversy as the hallmark
of healthy challonge.

1 opened thess remarks by saying we are here on
common grouad. I am sarnest about that, and effective immedinmte-
1y, I an designating myself ss co-Chairman of the Natioual

Peiroleum Council. I will ek upon this as a challenge and an




5 . 28

opportunity for ac‘hhMt and responsible icti-en, as great
&8 any duty that I may perform as Secretary of the Department
of the Interior. I will attexd the meetings whenever possible ’
Snd in those cases, I hope there will not be many, When I
am unable to be present, my duties will be mm'-‘g} a seaior
offf ial in the department, I trust the industry will show a
cencern with the Council equal to my own. This is a time in
America for great sxpectations. lLet us share then.
May I just eloiu-wath one final comment? There
are only so many hours in the day, I have found, to my sorrow,
recently, and yet I have spent some bi’ those hours talking with
giaupu of you, with some or‘ynur-gpokcauna; I intend to continue
to nnka it a policy, wherever I etn, 1o ‘talk with people w!m
held all points of view within your inﬂwtry, I think it is
cme of my functions. The more that I am Available, the more
desper that I get involved, the &ttnr 1 can poiform ny official
dutiss and hmctim- I can assure you of only one thing in
that regard, and that is that I shall slways try to bs open-
'. minded, to hear sll l;ldc;n. and I assure you, aleo, that I 1wﬂl
not be afraid of making é-cisions. If the dociaim are hnrd
I shall make them with thal greatest of Iairness and the mnte-t
of vigor that I can command. This, I make as a prom;lu to you. |
I am delighted to meet all of you, asd I look forward
ta our association in the future. Thank you. |

(Standing appluggs,)
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MR. HALLANAX: Thank “you very much, Mr. Secretary.
We appreciate not oaly your visit, but those very fine remarks
which you have made in approval and im comtinued vision of the
work of this Council. VWe hope to be able to respond in the
spirit which you have reflected here this moraing, and that under
your leadership as gecretary of the Interior this organization
will continue to fulfill its patriotic responsibilities.

Gentlenmon, I would like at this tiome to presoeat some
other representatives of the Department and of the —Gwermnt;
and the legislative 'brancl;,_ who are here. Undor. Secretary James
Carr is the first gentleman. |

wul. you Please st.nnd?

Noxt is Assistant Secretary Joha Carver.

¥ill yom gentlemen please come forward as I call your
names?

Gentlemen, I desire to present to the Council Hnder
Secretary Carr.

(Applause)

Fext I desire to preséit the m:l.ltlnt,ﬂn_cr;gtm-.
Mr. John Carver,

(Applause)

&ﬁtor Jick Miller is also present this morning,
gentlemen,

Will you stard?

(Applause )
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The Chair wishes tﬁ recognise __a.-t this time from the
agenda Mr, Dave Staples for the purpose of making a motionm. |
APPOINTMENT OF NOMINATING COMMITTEE
ARD ELECTION OF OFFICERS AND STANDING
COMMITTEES FOR 1961
HR. STAPLES: I move the appointment of a Nominating
Comittee to select 6fﬂcorl and committee membera for the
ensuing yau-;
MR, HALLANAR: Is there a second, gentumh?
The mption was duly seconded ..
MR, HALLANAN: It has been moved and sec-nndaa that
& Nominating Ctmittee, that five members of the Council be
ppointed to ncomn# the election of otﬂmrs and mm:rs of
the agenda nﬂ appo:l.ntnents comuittes tor the cum;lu yelr.
in favor indicate by saying "aye"™; comtrary, "-no.“
The resolution is adopted.
The Chair will appoint Mr, Staples as Chairman, Mr,
Al Nickersom, Mr. Perry Bass, Mr. Henderson Supplee, and Mr.
Jacodb Blawstein,
The Committee may retire at its pleﬂuﬂ'.
We now proceed to the report of mcial cm:l.ttm
'The first report is that of the Committee on Proved Peiroleum
and Natural Gas Reserves and Availability, tobe presented by
Mr. L. M. MeCollum, the Chairmax.

All
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REPORT OF THE COMMITTEE OK PROVED PETROLEUM
AND MATURAL GAS RESERVES & AVAILABILITY
'L. F. McCOLLUM, CHAIBRMAN

MR. McCOLLUM: Mr. Chairman, distinguisbed guests,
gentlemen:

This report will be in the form of a progress report.

The National Petroleum Councll Committee on'Pio;ed
Petroleun and Natural Gas Reserves and Availability is presemting
the report.

" In the fall of 1959 amd the spring of 1960, the
ntpurt-nt'of Interiaw'requn-ted-that the fhllowing studies
be undertaken:

Firat, the proved‘rtunrviu of crude oil by P;A.D.
districts nrrsnséd according to the year of discovery of each.
field,

2. ‘Be proved reserves of natural gas and natural gas
liguids prepared on a similar basis.

3. The drilled and undrilled proved acreage in 1954
and 1959 if feasible, and |

4. The pr&iuetive capacity of crude oil, natural gas,
and natnril ;nl,liquidi.

After reviewing thﬂl§'!¢ﬁuﬁltﬁ, the Hitinaal Petroleum
Council agenda coamittee recommeaded tothe Natiomal Fttre;eun
Council that theme mtudies be undertaken, and committees were

appointed ahﬂ,thn'itudius,ara under way, 1 was appointed guhornl
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chairman with two vice chairmen, Mr, Horgan Davis onm oil and
Nr. K. C. NcGowan on m;

Yesterday I had a very cuttingremark froma dear
:l’f:l.end of mine, Nr. Majewski, who anid Mack was the only chairman
who had mot dome any work. Maybe that was right, but the
vice chairmen didn't work either.

¥r, Stewart Buckley was assistant to the vice chairman
on oil and Mr., Ed Parkea or gas.

After a few other introductory remarks, I would like
to tura the meeting over tb those tw.gcntlcun, because they
can tell yom kw'thq report was put together and rwhnt. is in
the report as of this moment.

In order to develop this necessary data, subcommittees
also were aminttd. I might tell yom that well _ov,u? 100 exper-
ienced oil and gas mem worked together for manmy months in putting
together the information that the Government has requested.

In this respect, Insed not remind you that will be
;th. fifth report made by the Ratiomal Petroleum Counsel on
productive capacity of crude eil aad mturn eas liquids
associxted with the produetiom of oil. m proved resevves
of crude oil by PAD dintrict; was made once befors, I .ﬁeliéw,
in 1944. This ﬂl! be the firat report by the NPC on thi.s Brub~
Ject. The proved m of natural gas and patural gas
1iquids has never been prepared befere. The -drulad- and ux-

proved acreage irn 1954 and 1959 as requeated hag never been
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prepaved before, Yar committee found that this was not feasible,
Therefore, We can not report upon that request. However, as I

mentioned earlier, tha/prnductive capacity of crude o0il and

natural gas, and natural gas liquids, has been prepared for
nthér than the natural gas section. We were told by the
Government that these reports were needed because of the
importance of these mubjects. We were told that af the time that
the agenda committee congidered these requestsm, and we had an
nppartunity of working with the Geverrment people during the
preparation of these reports; particularly Mr, Charles Moore,

* who was co-chairman iith we in this :tuﬂy{ and Mr. Fred Lott;

of the ntfice:of 011 andrﬁan. The reportriﬁich_ypg;ﬁiii:ia-

csive today is a prozresu report. Your uaﬁmittea had hoped
- to complete this repﬁit and deliver it to you today. We found
this was absolutely imposmible.

At our last meeting, the last meeting of your oom-
'mittee-on-Janaafy 13, we found certain desirable discussions
and alterations, so the-raiort today 1g in finished form
in so far as figures are concerned but '_-not in ..ia_ ,;a:r_‘n the
completed text is concerned. It is hoped therewwill be two

presentations, one of oil and one of Eas, and there will'bé

the necessary discussions. Then they will be referred back
to your committee on reserves availability of oil and gas,
and later put together and submitted to the Ghiirman for his

finsl handling.
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With that preliminmary introduction, I would like to now
say that the rlmt will be presented im two sections, one by

Stewart Buckley on the oll side, and the other hy Ed Parkes on

the gas side, I would like to ask Mr, Buckley to present the
oil portion of this report at this time.

n-.- HALLANAN: Please come forward.

klr Secﬁtm, we are sorry you bhave toleave us, but
we understand the circumstances.

Me, NcCollum, will yom mt the @ttgr nnd introduce
Hr, Buckley? | |

ER. McCOLLUM: I scarcely nesed to iniroduce to

you Mr. Stewart Buckley, with the Huuble 0il and Refiming Company,

who has besn sround making these studies for mamy years,and
who has probably been 1ia om all five of the previoms studies.
Now be is in on this ome, as Well as putting together the twe
| reports. |
MR, BUCKLEY: Mr. Chairman and Gemtlewem: With your

indunlgence, I will mot attempt to nnd this morning the draft
of the report that had been prepared, but try to cover for you
in more informal fashion exactly what we have dome, what dif-

fienltiens;, 1if any, we have run into, a #he matters that have

given some concera to the committee, and I will attempt to
explain to you why, and then give yom the factual conclusions
as to the data,

The study on crude oil was in bamically two parts,. One
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dealt with reserves or dimcoveries, the other dealt with
availability. The availability part gave us mo trouble because
sinilar studies on prmetivo-. eapacity for crude oil have
been conducted simce 1851 by similar committees. The problem
ranil_y concerned the study of reserves. Basically we mo
asked to take the API reserves as of the erd of 1959, which
ntﬁod at 21.7 billion barrels, and rs-cast those reserves

and reconstruct a history crediting these reserves or their
discoveries back to the individual fields amd to tabulate the
results according to _the discovery dates of those individual
fields.

The committee did not have direct access to the API
~ files, which underlay these results, so then it vas necemsary
to spend some time going to similar sources and compiling
from scratch the equivalont of the API reserves at the emd of
19589, | L

Before they could be re-cast to the discovery years
of the individual fields, it was nemnry to convert these to
a dumery basis,

In samence, the 31 billionm 790 million barrela of
reserves at the end of 1859 ropresented ths remaiiing reserves
from a total crude oil deeM since the h-ﬂming nt the
1ndustry of some 94.3 billion barrels, of which 62 bill;l.on
barrels have been produced.

So it was necessary to convert back to the 94 billiom

discoveries.
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We wep asked by the Interior Departmeat to terminmate
this study as of the end of 1954 rather than carry the study

forward to 1959. The NPC subcommiitees, those for whom I au

speaking this moraing, found that of the toral of 94 billionm
barrels discovered at the emd of 1959, some 91 billica barrels
could be credited to the fields discovered through the peried
ending in 1854. There are some real difficulties with this
crediting mms back to the dilcworj yoar of an individual
field and then compiling totals for those years as if in fact
these reserves existed at that time.

This is more than an exercise in ‘ar:t'ig'_ihti.c.r it."éi-ontu

some impressions which the subcommittee felt were false xad

misleading in many vespects. For this ressom, the subcommittee

inut deal of time and effort im so phruins the

has given
remt as to limint out the posmible pitfalls 1n~7 ;ntqmltatin
and the difficulties which ome might encoumter in attempting
to interpret these results, becaume the results seem to say
something which the Mam'tt« feels is not true.

P N In order to help that, I have prepared some charts
which I think will illustrate 'ti:aym the reservations the com-

mittee has had about the use of these results and the need for,

in the committee's repost, a thorough discussion of the items
to be avoided in order to prevent or at least to minimize the
possibility of reaching erronecus cmluibu from this _tahi-

lation. 50 it im that aspect of the reserves part that I would
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like to illustrate for you in these éhartn.
I have tabulated here - and I hope you could see theme.

But the industry is sccustmned, and hasbeen for years, to
estimates n!’ranniﬁin: reserves prepared by the American
Petroleum Institute, and I might mention that Mfm the American
Petroloum Inastitute bngun.in 1936 to nxﬂbarw a systematic
review of remaining reserves, there was ﬁ group known as the
APYicommittea of 11 which made a reﬁézvos determination in 1835,
The Fedeaal 01l Conmervation Board made a2 similar estimation

in 1926. So we do have an earlier point of an astimﬁte of
‘yeserves on the basis to which the industry has become

accustomed through the API reports.
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MR. BUCKLEY: Basically, in the reporting system all
the additions to reserves in any given year, whether recognized

by extension drilling or by revisions of prior'tg;imates‘ar

refisinﬁs of recovery through improved recevery prnduéarq, are
books in the year in whtch'thoy have beceome iecngnisqd—an
proved. This shows a continuous history of a rise in reiefves
" from the early 1920's on to the 31.7 billion barrels of
reserves remaining at the end of 1959,

A gtudytqimilar:tothat'thﬁt this committee has under-
token was done by the PAW at the end of 1954, The PAW took
the API reserves at the end of 1954 and went through thiwm
aritbmetic, accerediting the discoveries back to the initial .
dates of discoveriea of the individual fields, and tabulated
thomse results as if the resetves recognized, for example, in &
-field diq;avered‘in lﬁlévgnpg, in taet; recognized in 1918, -

Thig is not true. Thi# ardﬁtan'an illnlion that

in tha enrly yers we had much higher reserves than
fact reported reaching a peak at some time prier to the date
of the study, and thai reserves thereafter were falling off.
This pnrtienlar rise and the falling off is anm
inherent and esnential qharnetoriitie'type of reporting of data.
The point I wish tﬁ illastrnte here is that althuugh

in 1926, for example, we rae;Lnizad as proved to draw onm for

productive capacity some five or six billion barrels of ranervas,

this method of crediting discoveries ratroactively back to those
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years creates the impression that at that ti-e_wa in fact had
some 12 hillieﬁ barrels of reserves.

The essential point that I hope I ean make clear to
each of you im that these imputed reserves d4did not in fact
exist in those years. Much of the oil credited iz from depths
which were not even drilled in those years, from raicriotrn
vhich wvere not even discovered, from secondary rtcovnryaﬁd other
tecimiques 'h;eh were not thpn-eupléyad,ald in no sense were
these the reserves oxi:ting-is those years.

¥hen the NPC subcommittees restudied this as of the
end of 1959 we, of course, found that through later evnlia—
tinn,!il;hhe&-!tdnlion and further iuprovements in recovery,

- we nri'li@gpd.asw to recognise that on the bnnis—by-which we
at the end of 1959 evaluate these reserves,we credit still
more oil to these earlisr-&oarng

So, agrin we create the 111:.—1@ of very high past
discoveries and a Ialling off in remerves as we approach the
present. This fxlling off is ar inescapable fact becauss we
eredit it to the more recent years oaly that limited amount of
oil which we are now able to recogaize, amd without the bemefit
of the hind sight upward revisions which will come in the futurs
YOATS.

So a study of this sort, to be done correctly, would
have to recognize for the more recemt ysars an imputation of

future discoveries by way of revisions and exteasions of thﬁ
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fields slready discovered,

Now, if we would take a comparison of the study by the
PAW in 1954, by the KRC 15 years latey, and them attempt to
see what would this pi—etnrbl show 15 years from now, when the
more recent fields have had the bermefit ef further revisions,
we Would indicate that as of the emd of 1954 we would have
imputed wome remaining reserves of 75 billion »harrels. This
is in no seanse the reserves.

The subcommittee has felt that thia kind of s picture
4s so misleading that it would be gressly inaceurate, it would
be more ;ie_trlim—ntal than helpful, to report these figures on

| this imputed typé o:ﬁ.-é.p_ygrga.ting as 1f they were reserves.

(Chart)
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¥r, BUECELEY: The reason for this peculiar behavior is
that if in any year we discover a new field, we ricogn:l’h'at =
that time only a very limited amount of oil creditdble to that
field, We depend bamically onm the extensioms and revisions
as the field is drilled up in order to recognize its aize.

What perhaps some of us have not appreciated fully is
that the size of the f‘i_@lﬂ, if we start with the Iﬂt figure
d:l.nmﬁd in a particulsar year, that the size contimues to grow.
It Grows at a rather high rate and it grows for a lomger
por:l.od of time.

Vhat this weans is that the fields we have discovered
in the past contimue to comprise a nrj lam reservolr for
further extenmions and revisions, az we discover more reserveirs
' on the same fields, and as we over the years improve our
recovery prom-.

So thim growth is a mtimgrnuth from all past
discoveries. But by the sane token, tiw more recemtly discovered
| fieldn do not have the comparative benefit of the full imputa
tion of the final growths that we may expect in hindsight to
have seen in future years.

The basic element I want te get over with this chart
is that the evaluation of a field comtimwes togrow for many
years, and it is thix growth which does not level cut te a fixed
and finite balwe that makes it difficult ever to knew what are

the reserves in a particular field or how much o1l is in that
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field, wa-dnn‘£ know when we discover it. We evaluate it at
any siﬁon poriod of time. Ve assign to it a progressively
inoreasing mumber. We don't know how much oil is in the field.
All we knew im a ﬁ#ttisnlar'estimate'at a particular time,
and that antimatt'will be subject to change as years roll by.

In order to avoid the 1llusion created by tabulating
these things as if they were remaining reserves, the subcombitiee
felt it would be preferable te convert these entirely over to
the discovery basis. So this chart is prepared on the basis,
as Will be reported in the committes’s report, to show the
discoveries imputed, again, retrogcotively, to these fields, but
it gives a different type picture.

Remsmber that the API recognizes discoveries in the
year in which they are estimated as proved,

Azaiﬁ, we are taking the API emlaﬁivq diaceveries of
some 94 billion barrels at the end of 1959, crediting them
rotroactively i{po the discovery dates 6f the individual filelds,
and arriving at a recenstructed discovery history, which gives
to the tiéiﬂﬁVﬂinaavered in the earlier year#'thgrbencfit of

many years of revisions, and denies those revisions to the

fields in more recent years. So @ven this basis has in the

vory substantial distortions, aﬂg.in the more recent years by
o means doos this recognize the total amount of oil discovered
in thome fields but only that amemnt thought to be in them, |
proved recoverable, at the end of 1959, So, again; if we com-

pare the API record with the PAW rscomstructed method, the NPC
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reaunsfruated—mathad, weget a conmistently chaqging answer,
and, again, if we would impute forward the revimions we could
expect to see over the ngxt 15-yenrs, and if these revisions
over the next 15 years were comparable, percentagewise, to
those that occurred over the 15 yoa? period between the NPC
study and the PAW study, this dotted curve would represment then
a further extension which, by 1975, we might-racogniza.as being
creditable to the fields discovered in thiso earlisr years.

That would indicate a total in 1975 of some 125
billiea bnrrelu of oil ereditable to fields disoovorod priow to
‘the end of 1954,

Again, this iz mot the final answer., We perhaps
would not know the final answer until the year 2000, This would
Hb meraely one mere poiat of evaluation.
o The whalc point at issue, and the point that has caused
same reservations in the minds of the commitiee, is 1f we take
the suppesition that in connection with long~range studies this
particular set of data prepared by our NPC subcommittee is te
be umeful in that connection, depends on the oommptitions of the
word “uséful.“ |

1f sﬁm§ people are under the impresmsion that ve can
merely tnkg'this ;1mgia set of data anﬂ that that then gives
ug a true and representative history of the discovery of oil
in this country, tthiubeammitteerfenls that that is not true,

that this single set of data is merely cne point in time in
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cbgervation and s misleading representation becanse earlier
years have the benefit of more years of revimions than the later

years. If this is to be useful in connectiom with the

appraisal of the long-range cutlook for crude oil in this couatry,
- the subcmitﬁu feals 1t emmential to recogaixe these limita-

tions, that this is ome of a meries of observatioms which ocne

might make over a poriod of time, and the only positive useful-
aess of it is in contributing to the recogrition of the changes
which mat_\ghll- the future take place from re-evalmation of these
particular ‘ﬂ.nldl.

This is part of the future oil we womld hope to
recognize in later years as proved, It dosw give us a feeling
of confidence that a very large volume .o:l' future revisiona can be
expacted to come from the Tields alresdy discovered over and
sbove the fields that might be discovered in the future. The
subconmittee felt it was not withia the scope of itas assignment

to project forwaed the future oil discoveries in the tmited

States, but within the charge of -trha'sﬂmmitm to confins

is-observations to findimgs of fact and explanations thereof,
The diffiewlties at present 'ah--l&hly in how to phrase the com~
mittee's mwt in such memner as to point ont precisely the
limiations of these data which will be reperted and the pitfalls
omne might encounter if attemptiting to take this pictuﬂ along as
representative of the discovery histery.

The coomittee proposes to handle this point by explaining




as thoroughly as is pessible the limitations of these data amd
how they reflect oamly one point of observation, amd to point out
the necessity for, in any long nngo atudy, the recognitien of |
future revigsions as well to these particular fields.

That is what has beld up, frankly, the swhcommittee's
pport, in attempting to do a2 thorough job of pimpointing and
spelling out thewe limitatioms.

The availabllity part of the report m-r been fairly
giraghtforwvard. The subcommittes found that the productive
capacity of the oil wells in the United States on Jmﬁy 1,
1960, was scme 10,585,000 barrels. Crude oil ﬁmtim has
been at the 1§w1 of aboat 7 million barrels a dty, and this
represents a very ubatnnt:lal productive capacity mm
above productive level. The rate of increass in productive
apacity since the 1m study by this subcommittee in Jammary
1957, the rate of growth in productive capacity, has fallen
off, It was about half of what it was for the prior three-year
period,

The nbmittei hag also undertaken, at the request
of the Dbmnt of the Interior, to estimate 'htt the decline
mld be in productive capacity if there were ne dtnnng or it
there had been no drilling after Jawmuary 1, 1960, mmtlml
of drilliing would be MHirid in order to offmet that dteiiﬁe
and nainta:ln praﬁm:tiw capacity eonstant,

m the mi.u Mtﬁmmldﬁhs mﬂe&wau&v‘mﬁﬁln
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capacity of some 10,585,000 barrels a day, 1t was estimated

by the subcommittee that if there were no drilling at all
literally, productive capacity would declime over a two-year
period at about the rate of somsthing like 800,000 baxrels a day.

In order to maintain productive es_pu#lty while drilling
.nt this rate, it would be mﬁmury to complete ammually ie the
U. 5. some 20 to 25 thousand oil wells,

I am sure you will recogaize that incxder to get sonme
20 to 25 thousand oll wells, it would be necessary to drill
anmuxliy some 40 to 50 thousand wells, bhecause the oil wolls
represont only about half, |

A part of this oll would have te come, of course, from
new fields aw well as contimued drilling i old fislds. Bis |
estimate ix based on the supposition that we would contimue over
suck period to drill wells inm s out the same geographical pro-
portion ags we have inthe past, in the nm ar&a& we have in the
past, about the aame propertion of wildoat drilling as in tht
past, and that im effect the average well would contimue teo com—
tribute in the same fashion tﬁt it has over the prier ohserva-
tionm,

Just to give you some estimate of what that means by
way of drilling, we drilled over the last tem years in the
United States some 500,000 Iﬁlla-, or about 50,000 wells a year.
The rate of drillisg picked up to 58,000 wells ia 1958, znd fell

off to some cloms to 47,000wmlls im 1960.
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The average for the 10 years lay between 50 and 51
thousand. What this mwans ia that to waintain productive

capacity while producing at productive capacity, it weuld require

about thim level of drilling.

This level of drilling was accompanied and included in
the totals by some 10 to 11 thoumand wildeat wells a year, and
along with the oil wells mome 4400 gam wells a year. BSo 20 to.
25 thousand oil wells would require some 40 to 50 thoumand
total wells, innludtns-wilduai wells, dry wells, gas wells
and service wells in order to maintainm this availability.

In the report, thiuravailability will be shown by

PAD districts as per request,

I think the only other item of partiocular intereat is
that the growth in availability for the last three years was
confined almost entirely to what is called PAD district 3,

which is the Gulf Coast area. Proeductive ﬁapacity3§i§ net in-

oCeane naterially'in_the other gur-distriatq{‘tha'eaat Coast,
Mid~continent, Rocky Mﬂ&ntainfﬁ; Pacific Coast. -

That ceoncludes my report.

MR, McCOLLUM: Thank you, Stewart.

Gentlemen, I think it might be well at this time,

beforee we guo to the other part of the repert, to permit
questions,
MR, KEELER: I was wondering, in comnection with the

productive capacity, if the figure takes into account the trans-
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portation facilities in to the limitations for the maximum
productive rate.

MR. BUCKLEY: ¥r. Eeller, the productive capacity
is the productive capacity of the wells and reservoirs. It does
not recognize limitations which we know exist, the surface of
the ;rénad, and im transportation to use this oll. So im mo
nanno‘ahhuli‘ly consider this quantity ms the availability in
the sense of available to the consumers. There would be
1imitations of salt water dispomal facilities and facilities
for hnndli:t casing hnid gas in the fields, as well as
transportsties, and other bottlemecks before such oil could be
“wied in these quantities. But this is a measure of, you might
say, the reseurce availability, the presest state of
development of the oll fields and reservoirs.

| NR. MeCOLLUM: Mr, Buckley, doesn't thnt_:m anever

apply to that same guestion Af applied to-gns availability?

MR. BUCKIEY: 1 am sure Mr. Parkes will point out
that aven more, so doos this question apply to the availability
or productive capacity of the matural gas and natural gas
liquids? I think 1t necessary at this stage; although the
ipdus try has bacn acoustomed to use the words productive
capacity amd avallability as 1f they were synonymous, to state
that I thiak the committes has fimally been forced to recogaize
that there is a difference and a very 1mpartant-diftarnne&

between productive capacity which we afe smploying here as a
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mweogsure of what can come ocut of the grouand, and auilabtliiy
which, in a more restricted sense, shomnld measure what can we
end up ns:l_ng. They are different. This measures productive
capacity only.

MR, McCOLLUM: Are there any :l'nrt_:har questions ?

If nnt,. I would like to ask Mr. Ed Parkes, President
of the United Gll, if he would present the gas section of this
report.

#¥R., PAREES: Gentlemen, from the standpoint of matural
gas, and talking about the way in which the reserves were |
determined, we have little to add to the presentation that Mr.
Buckley hns 80 aptly given you. Unfortumately, we do not have
prior studies to make the comparimons that he made. This is the
first time that & natural gas study has been made, to the
beat of mur own knowledge, in which the reserves are thrown back
to the d#ttof discovery. So we can't give you np?cit:le charts
that are as graphic am Mr. Buckley's. Ve did find, though,
from all of the knowledge of the members of our various sub- -
ém;lttul, that the same facts hold true, that in sas‘, Just as
in oil, we are extending and adding reserves to fields as
mach ai 35 and 40 years old today. The reserves that we have
ma in this atudy are the same reserves that amﬁr e tha_t is,
the same basic data -~ that appears in the AGA-API annual report
of reserves. |

In completing the study, wo fomnd that there had been
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discovered up to date, that is, up entil 1954, 419 trilliom
feet of gas in the United States. Of that, there remaims some
260-~odd tril;ian feot atill in the ground today. The rest of it
has been produced. We found as to matural gas liquids being
nnturpl.gnsnlinn,-oondonuate, which comes with gas from gas wells,
a8 well as the games that coms off with the production of oil,
some 10 billien barrels. When we get to preoductive gnpncity,
we find a situation which is a little bit even more complex
and more difficult to underatand, or, rather, to comprehend, the
difference between productive capscity and availability, as this
study started out on the word availability, and as was suggested
by Mr. Buckley, we had to drop the word availability, and we
had to go to productive capacity. We have determined productive
capacity on the basis of the ability of the wellas to produce
within legal restrictions but with no-réntrietianjwhntleovor from
ttn stand?oiat of pipelihn capacity, eghyrossor capacity, or
market requirements. |

We find that from nun-nlloeiated'tiiﬁliﬂ&i-and that
weans the gas that is not produced in conmcuui with oil as
distinguSuhed from associnted gas, which is gams produced normally
from 2 gas cap, or from wells which are claasified as gas
wells in an oil field, and from molution gas, which ism, of
course, the gas dimsolved in the 011; wo find that from the
ron-associated gas or what we commonly call dry gas wells, at

January 1, 1960, there was a productive capacity of 51 billion
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feet per day. We estimated that that would declinme to 46 billion
feet by January 1, 1962, assuming production at the aame rates
that existed in 1959,

Please not the distinction thﬁra,thnt-ue_did not assume
production at the full rate, as Mr. Buckley did in determining
th§ decline in pruductivo capacity, because of the more difficult
problem of £inding a place to put it. There was nn_placé to
put the zal,.lo we felt that the bﬁst the picture would be to
give you the decline based on productism at the present rates.

Now, in addition to those figures on gas Irom non-
asgociated reservoirs; we found that there was some 21 billion
feet of gas produced along with oil, from associated and
loiutien reservoirs. That is dependent entirely upon_thp,rate
of production of oil, The figurs of 21 billion assumes the pro-
duction of oil at the lﬁaigllinn barrel figure that Mr. Buckley
reported. | N

We found that that same 11:ur§, again tying to the oll
Teserves, wuuld-declinm to some 1% billlon feet by 1962. Thoge
are all per day. _

As & midalight on the thing, we also Wotermimed the
peak domand as best we could get it em the peak day in 1959. )
We found that to be some 468 billion feet. From th;t, with 51
billion feet of gas from non-associmted reserveirs aloﬁe, there
is more gaa, apparently, than is being used. That is tfﬁe, But

in the same thing that Mr. Buckley found, the excess is ssbstantiallj
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all NPA District 3. I have to give a word of caution om that
iparticnlnr ansle,

You would think that with that much excews capacity

there would be plenty of ﬁlacu- to lay a pipeline to, or
there would be plemty of gas for evarybody.‘nut actually you
are going to find shortages of gaz in different areas of the
Bnifnd Btniql, You may even find shortages of gas in }eéni
aréas in District 3-bocnﬁsa‘of‘thn lack of pipelimnes and facil-
ities and appropriate nurkatt'to sconomically justify the getting
of the gas to it. |
Likewise, natural gas liguids, and we have avallability
figures om natural gas liguids, ceming to a total of 1,800,000
i 5(;35 barrels s day, that_it productive capacity again at the well.
There are not eaocugh gasoline plants or other facilities
available to get that out today. To ume that, there bhave to
be material extemsions in gaﬁolino-pllnt facilitien tﬁiﬁtj it.
It also assumes at the same time the production of naturii gax
at these maximum rates, and it awsumes the productisn of oil
at the maximem rates. We did not estimate the number of wells
required fox tio.realonu:

1. There was appareatly encugh gas to supply reascnably

well the preseant demand, and, two, there were not places to
drill the wells in the areas whick were mhort. So there would be
no point in drilling additional wells for the maintemance of demand

in an ares whore yom had an excess capacity.
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]

The comments of Mr. Buckley with respect to the mis-
interpretation of the figures are totally applicable to gas

in exactly the same way.

Briefly, that is th; picture on gas. If there are any
questions, I would be glad to try to answer then,

NMR. McCOLLUM: Are there any questiomsg that you want to
llk Ed while .ha is here?

1f not, let's give Ed a hand., (Applause) |

Mr. Chairman, that completes the presentation of the
two main segments of this report. These two subcommittees will
finish writing the repurt as soon as possible, waking it aw

clear as they possibly cam. It will then go back to your main

committee, We anticipate it will be im your hands some time im
early iMarch for further disposal,

| ""'We wanted to brimg this data here today because it is
availlable to the zmrmnt available to a | lot of people in the
industry, and wveo folt it shonld also '-be made availadble to
you now ntm'u_- than wait until the pmext meeting, which will be
later in the summe:r.

Thank you, Mr. Chairman.

MR, Inllain? Thank you very auch, gentlemen.

Mr. McColluu haspresented this as a progress report
of a special committes. It has heem very interesting to have
the supplementation by Mr. Buckley and Mr. Parkes. It i3 planned

that when this report is fisalized, which will probably be within
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the next few weekm, that we will mail a copy of the report to each
membey of the Council for atudy and for approval sothat it can

take its normal course of prodcedure in being presented to the

 Government as a fimal report.
It isn't necessary for me to say the great amount of work
and in the statements that hnvc bcén prusepted on this occasion.
Thn'next report is the report of the Committee on Petroleum
Refinory Maintemanmce and Chemical nnquirannnfn, to be presented by
Mr. Everstt F. Wells, Chairman. |
COMMITTEE ON PETROLEUN REFINERY MAINTENANCE

AND CHEMICAL REQUIREMENTS - EVERBTT F. WELLS,
CHAIRMAN

MR, VELLS: Mr. Chairman, distinguished guests, and gent-
lemen} I am pleased to preseat the fimal report of the Council's
Committee on Petroleum Refinery Maintenance and Chemical Require-
ments. Your committee met y&uterda; afternoon inthe offices of
the Cluncil and approved the final report for submission to the
Council. Bince the period o: this study covers bheginuing the
atter part of 1938, I will read a brief history of the activities
of the committee, the approaches, and a few of the significant

conclusions.

In the fall of 1959, Homorable Elmer Fi Benamett, Acting
Secretary of the Depariment of the Interior, reguested Mr.
Hallanan, Chairman of the Natiomal Petroleum Council, appoint

8 committee to make a thorough study of the maintenance and
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supplies and processed chemicals needed for the contimuation
of petroleun refinery operations on a ulf;mzfic-im banin

. @ ‘under sharta-range emergency conditions, |

On April 4, 1960, Captain M, V.Carmom, Jr., Director of
the Office of 0i1 and Gas, requested that the origimal study
be expanded to include matural gasolime phnts. The igends com-
mittee of the Council, through its report on October 19, 1959,
which was umanimously adopted by the Council at its heeting
on October 20, 1959, recommended that a commitiee be appointed
to underteke the study as requested by the Department of the
Interior. |

Pursaant to this action, Nr. Ba’llum,' :ln_b_emr'

1959 appointed the committee on Petrolewm Refimery Maintemance
and Chemical Requirements. o |

Mr. Harry Jacobs, Office of Oil‘andi@ilv, was domig-
mated Govermmwemt co-chairman of this committee by Captain
Carson,

Subsequently, on August 16, 1960, Nr. Thomas A. Pest
was appointed governmment on—-clnir-u-n‘, succesding Mr, Jacobs.

At the request of the chairman, Mr. Hallanan appointed

a technical subcommittee to determine the best method of

obtaining the data asked for by the Governmeat, to gather and
compile such data, and to report back to the comnittee.
The technical subcommittes drafted a questionmaire and

sheet of instructions designed to aciDwmct the desired hlfmn.—
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'tién. The appropriate forms were mailed to 450 eoﬁpanies in the
United Btates owning or operating refineries and natural grsoline
plants, |

Returns were received from 392 companies, supplying
information on 284 refineries and 492 natural gasoline plants.

A review of the reports received shows that the
capacity reported represents évar 08 yer vent of the total United
States capacity for both refineries and nafnral gasoline
ptnn@g. These returns from practically all eof iha refining
/ and natural gasoline capacity in the Nation indicate the
fine cooperation received from the oil a.n_d gaB industr;en.*

The questionnaires meat out by the snbdommittee'were
designed to obtain information with respect to the following:

The extent to which refineries and natural gasoline
plants would be limited in the production of finished and wun-
finished petroleum products in an immediate possible attack or dis-
aster periud.by_plaant inspectors of maintenance, materiﬁls, or
processed chemicals.

With reference to maintenance materials, Identificatien
of those items &ept in less than threa monthe supply at plant
locationa and location of mormal sources of supply of thGSQ
materials. |

with reference to processed chemicals, the normal
requirﬁmantﬂ; inventories and locatioen of supply sources,

In connection with the data eontained in this report,
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the nubobmﬁittee made the folluﬁing agsumptions :

All companiex cnntaefad'wure reguested for thﬁ[é&rpaue
of this murvey to assume that their plants would have 6ent1nued
access to normal supplies of crude oil and natural gas in
an emergency. In additien, companies were asked to azsume
that the continued nperafions of their plants would not be
limited by any inability to dispose of eilther finished or
Intermediate produéts. With reference to maintenance materisls
requiremeﬁxu, reporting companies were fto assmume that no
abnormal peitodidifacility turn-around would be undertaken
in uny,pogtléttack period of short duration,

l%‘Tﬁ; subcommittee points out that many plants are
depen&ent on outgide sources of electric pewer, water,nnﬂ; |
so forth. Data obtained through this survey assumes sustained,
adequate operations of thése utilities, '

In determining limitations due to maintenance wmupplies,
it was assumed that ﬂnnt-ﬁparatinnn would not he limited ﬁy
lack of procoﬁsed chemical supplies, lilawiaa; 1n€dct!rn$ning
limitations due to cheniaallsuppiies,fit was assumed that
plant operations would not be limited by lack ct'maintﬂhihca
supplies, _

The report indioates that only a small psrntntiﬁh of
total refinery capacity would be limited to less than 13
weeks production, 1f restricted to in plant inventories of

malntenance supplies., For example, only about ten percemt of the
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totnl productive capacity for liguid petroleun gas and
aviation gascline, about 6 per camt of the total of motor gaso-
line, diesel fuel, distillate fuel oil, residual fuel oil and
asphalt capacity, amd only about 4 per cent of jet fuel
capacity wosld be limited.

Eﬂovt-r, ag regards matural gasolims plants, the
situation was qu:l.te d!.ﬁeﬂnt in that about 40 pexr cent of the
capacity of those plants producing propane, bntam, lmur
vapor pressure matural -mo_l:lm, and about 26 per cent of those
proeucing condensate, would be limited to less than 13 weeks
production,

Nany maintenance materials carried in less thaam 13
weeks supply were found to be genmerally available in less than
5 days delivery time,

The results of the survey show that a very substamtial
portion of the Bniidd Btates refining capacity would be limited
t-o,. less tham 90 days operation 1if mtrieﬁd to 18 plant
inventories of processed chomicals during an emergency.

It appears that under these Mit-iom we eﬂkld_mt
about 98 per cent of the estimated capacity of thome refimeries
producing motor gasolins; premium and regular, might be
limited., 93 peor cent of tm producing aviation guonm.,
and about 70 per cemt of those producing jet fuel, distillate
fuel oll and residual fuel oil wonld be limited. |

For those limited plants producing msoline, it is
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estimated that their production would he equivalent to about
15 days ‘of fuel production of aormal quaniBty and quality.

The uqu:lvalent days of production for other prnductn

from limited plants: jwu‘.l.a be greater. Cer_tainly esgential
chemnicals carried ia limited inventory im relation to normal
use are tetra-ethyl lead, sulphuric acid, catalysts, and
sodium hydroxide. |

The operations of matural gaszolime plants ander the
same conditioms would be somewhat less limited by processed
chemicals, o |

Abeut.sg_per cent of the capacity of those plasts

producing condensate would be limited to an eguivaleat of

35 days of full production, aad aBcut 60 per cont of thome
produci.u propane, butanes, and mt grades of natural geaoline
would be limited, It is very difficult in a brief report of
tm nature to give you am accurate picture of tﬁn value of
the fnformation that is comtained in this report. |
In my opiniom, as the report is weed not omly by the
Government agoncies and departmemts with mpmihilitiu in
th:l.- field, but also by supplicrs and our own industry, the

MWtuu will becowe 1%3:1&‘11.“1“111».

Your committee feels that the report mtl:lm 1nfm-
tion mot previously available that will be valuable both in

the defense planning and in emsrgency situatioas. it shomld

facilitate estimates on the availability of petroleum products
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in a poit war attack, or disaster period, when tramsportation

is seriocusly disrupted,

in any type of emergency, it will be of great value

by providing a guide for allocation of manpewer, rav materials,

and tramsportation priorities, to nesure contimuance ot

{ o vital petroleum refining and matural ganol:l.ne plm operations.

I am sure 1t is apparent to you and net a mprl.ﬂ

that the major pertion of the work done on this mjcct has -
- been done by our very capable techmical subcommittee. It was
the only subcomnmittee that the committee had, It was amall
mmerically but large in capacity, ability -~ and particularly

capacity -- for hard work,

I would like to read the mames of the industry and
goversment representatives, From industry, Mr. Bobert B,
Beaty, Supsrintendent of Enginsering, ¥aintemance and Con-
‘struction, Tidewater 011 Company, Mr. R. M, Cash, Manager of
Obb.rat:lm, mﬁfaeturtng\_mpnrtmnt.,_ American 011 o:npaiy,
Chicago; Carmon Fit-upn-tr:lek, 'mu'hnt Maintemanoce Superintendent,
Great Northern Compamy, St. Paul; R. D. McCrumb, Director of
Refining, Comsumers Cocperative Asseciation, Kaneas City, Mis-

‘mouri; Max B. Tolan, Mamager of Engineering, Seconoy Mobileil

Company, Beaumont.
- Aw indicated m-vim_ny-,_; My. Harry Jacebs waa smrn-
ment co-chalirman of cur committee until Augest of 1960, at

~which time he was succeeded by Tom Peet, Those gemtlemen wen
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also co-chairmen of cur main committes u ﬁli an the technical
subcommittee.

Yincent Brown was secretary of bhoth the comittee and
its technical subcommittee, and was certainly a parkplug in
moving the results of this study aleng. |

The committee wants tothank all of those people
personally, and eerta:l.niy the companies that made their uﬁim
available so generously. _

It sheuld be pointed cut, too, that the compilatiem,
the preparation of questiomnairs and the compilation of the
informatica, and the analysis of the results, was all acconm-
plished imour natismal Petroleum Council office here in Washingten
with the help and assistance of Jim Brown and Vimcent and the
very capable staff. The committee ism very proud of the fine jeb
done for us, |

Me. Chairman, I would 1ike to move that this final
report be accepted by the Comncil.

MR, HALLARAN: Gemtlemsn, you have heard the repert
as subfiitied by Mr. Everett Wells, the Chairman,

¥, Fells, may I express to you our gratituds #ﬂr this
very tremendous jeb which you and your moc:lnm have done in
mnt'ing and concluding this report. It is ome of th nont
comprehensive and volumincus reports that hag ever M
presented to the Council. I know thet it reprements a lot of

real hard mk.




¥R, Im.-s: Thank yom,

MR, HALLANAN: The gquestien iz on the adoption of the
report. Mr, Wells has moved the adoption. Is there a second?

«+«+» The motion was regularly secoaded ...

MR, HALLANAN: Al)l in favor isdicate by saying "aye";
contrary, "so."

The report is unanimously adopted.

For the pagt three and a balfl years, gentlemen of the
Council, we haﬁ had the hemsfit of the mympathetic cooperation
and uﬁcmtmdm of the director of the Office of O0il and
Gas, Captain Carson. He han been z great source _of_ .m
to the Council as co-chairman, a position which he has f;l.ilod-
‘with the fimest distinction and credit. I am mow happy to
resent the co-chairman and the Directar of the Office of Oil

and Gas, Captair Matthew Carsoam.

REMARKS OF CAFI‘AI! IATTHKW V CAM,

CAPTAIR CARSON: Thank you, Mr, Chairman.
It has always been for me a pleasure to share the
rostrum with you at the meetings of the Natiomal Petroleunm

_/;sff -
/ I think that the remarke of Secretary Udall today have

demommtrated in what high regard the Cowncil is held by the
Department of the Iaterior, by the Govermmeat, amd particularly

by his persom:l designation of himself as co-chairman of this




gteat body. |
So today marks, im effect, my last appearance in my

eapacity as co-chairman, and I thought that I would take this

oppertunity to say a few words about the work of the Council.
To the many valunblé reports that have been made by
the Council over the last 14-1/2 years has been addﬁd anethmr
oné‘today, the ome that you have just hoard explained by lr.
Everett Wellw on maintemance and aﬁiﬁi@ql requirements for
refineries and natural gasoline plants. We h#ve &lso heard
the preliminary prosretﬁ report, you might say, on the reserve
- studies, so ahly presented by Mr. Buckley and Mr. Parkes,
N It occurred to me that it might be of interest to the
1(;}- (Yauncil to know what use 1s made by the Govermment of the
reportis submitted by it, and to kmow that such reports are
not just filed and fergotten. |
For example, 1 want to refer briefly to twe reports
 recently made by the cmu_. ‘ﬁllttfm more than & year ham
pansed since the Counci)l submitted its report on the mational
. emergency oil and gas mobilization, I believe that members 1111
be interested in a shﬁrt review of our activities 1n this

field.

Not all of the points Paised by the Council's review of
our pruposed plan for handling petroleum and gas during a

natimal emergency have been acted upon. Until our regiemal




' rqp@ggﬂtntion)later- referred to, is stronger, it is not
fomﬁ;lo to develop agi:toru practices and patterns for re-~
lationships between Federal, State and local authorities
discussed under the jurimdictional boundaries of anﬂ_mrity.

And peither has a decision been made as regards
representation for the emergency jpotrolum and gas adminis-
tratord on the qiv:ll and fﬁmr i;b:llintim tfum |
B lg?mthalm, the qga:aiut!.ml utmtm of th
{mrm ;-trolun and %/“ anney has been substantially
altered in lime with the Council's commsnts. MNost of the
Cme-il?: recommendations uader fmtiml lines of organi-
Eation . kavé been 1marpmt-d in the eh;:rt:, showing f
revised arganisation of the Tnmuy \ptralm nd Qu i.goney
reforred to im annex 33 to the National Plan for B.tv:ll Ipf-m
and defense mobilization.

As yom per!um know, ]prt 2 of this anmmnex is thp
basim of the Govermment's plam to mewt .mlntinl rmimtn.
of petroleum and gas in a natiomal emergesmcy. Ve have revised
the charts of that agenay 'tn provide, first, a commnications

dl.vis:lol, second, a coordinater for L. P. G.} thm a new
@Q«éidc}g&:u e-a
division for ptxm: fourth, imecerporation o:t natu-nl

guelina with petroleunnm wnﬁmtim 1utnd of r-!:l.nhs; ﬂn,
staff o:lncs status for mminn six, atnﬁ office atah-

/E’Q”"Qﬁz d P S Fi
far doth maupower and mtor;la:ls; and seven, the ”—hﬂﬁé-.lt

of the gas divuim to reflect the growing 1mortamo_.-;or that
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great industry.

Hmonr hoth mational hoadqm;rtm and regional
office m-nn:lntiou ot the Eurpm ;otmlm and ;:js ﬁ;ney
have been streamlined for dficiency of operatiom and flexibility
in adniu-trnt-:l.ag. Through briefing cnn!mmn- com!uctnd_
jeintly by the Office of 01l and Gas.and the Office of Civil
and Defemse M¥obilizatiom, M’Eﬁ has been d:lsm-ed with
the OCDM regiomal offices, with state and loeal civic defenme
- officials, and with representatives of the oil and gas indusatries,

in seven of the aixht regions comprising the United States.
From these messions bave come many useful suggemtions
for clarifying the petroleum and gas mectiom, and making it a
more practieal g-um to government policies for vil and gas
mobllization. f{?x“’” P
» turding to the Executive Mm, fur a mmt
since receiviag the Cmncﬂ'u 1list of namds of persons in
"the potroleun and gas industries, considered vell qualified
Tor membership in the potroleum and gas exwctuive reserve, 73
appointpents have been made. Two of thﬁw hnn aince resigued.
Thirteen are pmas)nné mﬂthtim Are botng %ﬂﬂﬂct’d with
11 others regarding. :mnbmth.
Mmt:a; cur probable need for further apsimtance in

this area, tho Ceuncil amng.d to coutinue in existence its

P P20 f }‘"’Ih -
r-giml u-mitm‘s -agtabl ished undar the ttu for ?atiml
= e , @;
&

N
mrm ‘ol and gas unbiliut:lm.. ‘This was furtumtn for us
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iﬁ oil and gams sinueé bave already called om the Council for
additional names of potential reservistis, and expsct to mme
other requests in the future.

As we now zisualive the peronnel and the persennel
mqu:l.ren.ant-,-'m e:pec-f that perhapa 750 ﬂmrv:lat; will be
required altogether, assuming that we womld have a i!rineipal
_.and two alternais for each powition. While progress may seem
somewbat slow to you in appointing these executive reservists,
1t must be realized that frem two to four monthe are required
for processing the appoiatment of ./thi;vic;a(,aa the field
investigator for a security clearance for each reservist costs
$360, a substantial sun in the aggregate.

First of all, the Civil Bervice Commission is con-
tacted tu.-'_ﬂc.ftain if the prospective reservist is already
committed t; some other govermment agency, and thon/ 131@]’
on-the-ground inquiries arve made by arsmember of w office as to
the-l'pranﬁocfiva caad:tdate?- standing. tn his community, the
qualities of leadership, interest iz mobilization planning, and
8o forth,

The prefessional suitability iz assumed from the
recomnmendat ioms ofltho RPC. If the impreasion iwm flvmblg_,
and generally it is, the individwal im invited to accept a
commission in the ressrve) siid permismien is myuested of him
enpleyer rm- him to mrti'pipnta in the defense mebilization

progran of the Office of 011 and Gas.
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Assuming sffivmative responsesn, both from the indi-
 vidusl and from his employer, a field investigation is made for

security clearance, which acceunts for most of the processing

time, and the candidate is then veady for ammunt by the
Secretary of the Imterior.

Under the procedures now being formulated, each
reservist i:l.n be sent a fm and afﬁhvit of appo:lntn?nt.
These papers will provide for antomatic imduction ;:“f;-mornmt
service in the event of u matiomal emergency.

Petroleun and gas reservists receive basic ianformation
il{avant to mobilixation phnn:lng and are kept current regard-

ing rom persosne]l changes, new planning bases, and up-to-

date cnm;ﬁ regarding the smergency mm- nmg:;nt
Seseral reservisis participated in thl 1960 mtim

é‘\i\lm'f; =8 representatives or observers of the Office of Oil and

Gas at the various OCDM regiomal offices, and cm Nay 23 amd

24 of 1960, 30 of thems reservists came to Ialhington where
they attended the ‘ﬁ;tm1 tratning :uhﬂmw of the Natiomal
Defonse Executive Bemerve and_ m briefed at theé Offiice of 011
and Gaa #.niﬂu our mobilization mtlv;!_.tiu. |

Realizing the budgetary limitations om the Office of

01l and Gas and staff and field offices, tm’-oﬁm of Civil
and Defense Mobilixstion is making available funds for the
employment of oil and gas representatives at the regioaal

OCDN offices whers they will carry on their mobilixation
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activities in the field, assist ia bnnd-ing up the executive
reserve, act as advisors on petrolewm, gas and ptioiy\tcnh
to the OCDM regiomal directors, and work ciu-=17- with the
state and local %ﬂ:l.ehh responsible for meeting OMergency
oil nlﬁ' gas requirements.
The firat of these muntaim, Mr. Henry Willls,
has been assigned to -hrvard-; Headguarters of neﬂ.o_a 1,
for about ten months., Two more, ¥r. J. K, Stranford and v,
A, B, Sweeney santered on duty respectively at Deamver,Colorado,
and Denton, '-l'.cm_, on Januyary 30, this year, and sush rnm
nnté.tim are aow being procmed for assigmwent also to
Region 4 at Battle Creek, Michigan, mnd Region 7 at Santa
Rénn, California.
¥e have made broad experience in the p?tro‘.lm and gas
nsiness a wm consideration ia selecting our field -s‘tutt,_ :
and wo are comfident that with their hlﬂ we shal]l be much
further along with our oil and gas defonse nabniﬁ_t_im:l program
by the end of thim year. | | '
‘The organizxatiom charts of the emergsme) petvolsum
and gas _nm, and the upmtif-m of an article in the Oil
Daily umntiﬁ' our current thimﬁ of actions that wmight
be taken at urléu goverzmental leveln to meet emgential
petroleun and gas roguirements during s mational gasy emergency,
m.ylbe obtained from the ﬂ!ﬂ.u of Gl anll Gnl upon rogquest,

The second repert receantly made by 't;hn Council )tu which
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1 referr&d)is that submitted on March 22, 1960, relating to
petroleum storage facilities. The, prime objective of thia
stuﬂy tas to pruvide Gavernment defense agenciles with the .

wiakr .{:{:& ﬂd'!
precise locationm, by egity and latitude, and the capacity of

each facility.

In preparing this report, the Council mailed question-
naires to 1,355 companies and received 1,246 responses. On
June 14, 1969; the Council had furnished the Office of Oil
gn?&au with copies of the completed guestionnaires, There were
2,705 :Lndividual qmt:lonnaire sheets received, listing

{Alﬂ !

D
3,223 inﬂividual sbragg 1euations The Council specifically

requested the exact lecation of a facility,'eithar-by.d’/

lemgitude ey latitude, or by distance amd bearing from some

tixed point. |
* qﬂ About 50 per cent reported by latitude and lomgitude
“I-the ﬁ”;;inﬂer reported by tewn, city, street address, and

river or haﬁbnr 1ocatien,rar a0 many miles frem some identifiable
point,

The Office of Oil and Gas has been processing the ques-
tionnaire sheets to verify the 1at1tu¢a-:nﬂ=1nng1tndg,wh~r;

given, and to emtablismh the geoographical ceerdiibates where.

it was not given.
This, of course, is a job of svme magnitude, and is both
exacting and time consuming. Faftunateiy, the U. §. Geological

Survey topographic maps, scale of 1 to 24,000, and 1 to 62,500,
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which cover most of the United States ,show mest of the storage
tanks by a #ymbol, Thess maps are used in conjunction with the
county maps, the city street maps, nmavigatiomal 'chax;tl_. and
so ferth, in solving the cross worg puxszle for the exact 1ocat1cm_,_
In many instances, however, despite all of this, cor-
respondence viil’ be necessary with nﬁm of the reporting
companies. The vast mass of data supplied by the i-aparting com~
panies represents a very gresater service. For inmtance ,gsome
74 pipeline cnmniu upartod, one of which returned 38
sheets rcmunttng 68 :tacu!.tmj );;lothr 56 sheets, -
reprosenting some B8 faciuth ﬁ"gd of the producing companies,
one reported 156 facilities, amother 186 facilities; amd so om,
A1l of the datx, when mu:l.d jwill be transferved to
electronic tape, and one use will be, of course, for »qpid
damage assessment ir the event of nuclear attack,
When the ground zero of a burst is known, and an
éntimte made of the capacity of the weapom, rapid appraisal
made of the effects of thﬁ blast on storage facilities

pa
ém’&sﬂ a
wichin rasge of the bomb. But thiq use iz only ome to which it

can be pnt. The Joca tion and e
Aat-vralitafl Ep
ities will bs invaluzble in marshalling these rescurces in

of the storage facil-

ARy GWOFEEncy, OVeR though short of mucleay war.
It is expected that reports will be made regwlarly
of the use to which the ltudha)nd'o by the NPC yre being

put.
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As I say, M. cha:!;m;}) and mewhers of the ceum;n.
this marks my last appearance as your co-chairman, and I
want to express to all of you what a rare privilege and honor
and pleasure it has been to be abls to merve with such

S
4 - f
WS (RN

great, great ..;repﬂtw__ﬁ«fﬁ""“" >
T Thamk you very much.

(Applause)

MR, HALLANAK: Captain Carson, may I tell you that I
bespeak the memtiment of the unanimous pémbership of the Coumeil
- when we say to youm that it has been a privilege amd a2 pleaswure
to work with yom as co-chaivman of the Council. You have had
a very fine cosperative attitude in the projects we have
assumed, and you have been exsremsly helpful in accomplishing
the aims of the Coumeil at all times. |

Is the Chairman of the Nomimating Committee rcady to
submit m report?

| MR, STAPLES: Mr. Chairman, after a soul-seaveching
moeting, the Nominating Committee unanimously places in
nomination the following names for election as officers and-
standing committees of the NatiomalPetroleum Coumcil,
o:tt.:l.etm:

Walter 5. Hallanan, Chairman; R. G, Follis, vm-
Chairman. -

Agenda Committee;

A, Jaceobsen, Chairman




B. 4. Hardey

¥. Alton Jones

Jake L. Hamon

B. L, lMajowski

J. Howard Marshall
L. F. NcCollum

J. R. Partem

¥, J. Rathbeme

P. C., Spencer

Appointsaents Committee:

Framg M. Porter, Chairman,

J. 8. Bridwell

J. C, Donmell, IX
Mugustus C. Lomg

C. Pratt Rather

M. H. Rohineau

Roland V. Rodman

D. T.8taples
Henderson Supplee, Jr.

Bwese H. Taylor

Robert F. Windfohs
¥r., Chairman, I place ithese mames in momination
and move that the Secretary be imstructed teo caat ome ballet

for the election of nominees as reported.
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MR, HALLANAN: Will you put the question to the Coumcil?
.. The motion was regularly seconded ... |
hn. STAPLES: Gentlemen, I move that thesw names be
placed in nominationr and that the nominations be closed.,
I further move that the Secretary be inmtructed to
caxt ome ballet for the electi on of those nominees reported,
MR, BALLANAN: Put the question.
ME. STAPLES: All in favor of this resolution sigmify
by saying ’?nn", contrary, "no."
It ia csrried.
MR, HALLANAN: That is the easiest election we have
had for a lemg while.
Thank you very mmeh, gentlemen, for this further
expression of your confidence. We shall try to carry emwith
the same fidelity amd imterest and purposs that we have inthe
I now call on one of our 0)ld friends and supporters,
Vice Aduiral Burton B. Bigga, Dirsctor of the Petroleum Logigtics
Pelicy, Office of the Asmistant Secretary of Defemse, wupply
and Logimtics Policy, Department of Defense, | |
REMARKS OF ADMIRAL BURTON B, BIGGS, USN,
DIRECTOR, PETROLEUM LOGISTICS POLICY, OFFICE
OF THE ABBISTANT SECRETARY OF DEFENSE (Supply &
Logistics Policy) DEPARTMENT OF DRFENSE
ADMIRAL BIGGS: Mr, Chairman and gemtlemen: The Secre-

tary of Defenme and the Assigtant Secretary sow have anked se
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to express their regrets for not appearing at part of this
meeting, but hope that they will be at some future ome.

Incidentally, the Anlintunt.Sacratnry, Installations
and Logisticm, is a new title, and the responsibilities of that
particular secretariat include the reasponsibilities previously
assigned to the Assistant SBecretary of Properties and Installa-
tioos and the duties of the Assistant Secretary, Supply and
Logistics. _Sa we have ome instead of tv&.

I think it is a good change, Whether it is based on
the old Chinese preverb that tbe beginning of wisdom is to
call things by their right namews, I-ﬁﬁn‘t know. But I have a
feeling it 1is. )

The Petroleun Dirocgaégtn is under this assistant
secretary of installations and loglstics, and we are clomoly
identifisd with the Aeputyfiar requirements and planning, readi-
ness planning, which is all to the good, from my standpoint.

. Tomerrow there will be a meeting of the Poreign
Petroleun Sapply Committes to try to complete the plans for a
readiness subcemmittee wnder that committee, and I hope it can be
erganized with as 1ittle bloedshed as the change inthe Department
of Defenne was elfected. That may he a douvbiful statement.
However, fer the 1001 time I must state again that the imduatry’s
government plamning must be strengthened, legal opinmions and
attitudes for and against notwithatanding.

At the present time, we are faced withthe proposition
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of ﬁrbceedtng with a set of tools that many people designated

as blunted. However, we are faced with ihn proposition of
operating with the tools that we have, It may be possible in

the coming months to obtain the services of some expert tool
dressers, to sharpen them up. 'Toél puskera are a dime a doxen
in this business, The avallability of the No. 1 tool pusher is
practically unlimited. But the tool dresser boy is the fellow
that we want to see, Once we have him, and have im eperating

in the proper fields, it is altovgether possible that the dﬂlling
speed will be stepped up a bit,

One final point: It has been brooded abeut that the
oil industry has a mumber 6! presuing Prbhlsm-; foreign and
domestic. It iz an interesting corollary that theme preblems
-para'llel.; crosa-oross, and gemerally get wonnd up with similar
problems in government.

As the Secretary of the Interior mtated a short time
ago, now is the appointed time to get this oil business ﬁn‘a
high level im goverament so it can bave cuntimuing attention,

" and so that the relationships can be cenducted in an atmosphere
where action €ollows discussion. I suggest you get with it,
gontlemen. |

(Applaume)

MR, HALLANAN: Thank you very much,

May I agk Mr. Stillman of the Department of Cunmqrgn to

come fTorward?
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Gentlemen, we have with us this morning a special
representative of the Secretary of Commerce, &céptary Hodges,
Mr. Jobn Stillman, |

We ‘re happy to have you here at this stage in our
meeting and will be pleamed tohear from you.

REMARKS OF JONM STILLMAN,
DEPARTMENT OF./COMMERCE

HR, STILIMAN: Secretary Hodges, Mr. Chairman, desig-
nated me to represent him here today, and I spmreciate the
opportunity of lmﬁnhg tothim very interssting progranm. The
Secrotary regrets his imability to attend, and asks m® to

 express to sach of ynu' his persenal greoetings.

A you know, he ham coms to Govermment from industry, and |

besides being oil men you all, of course, are also businsss men
and ars interested ia geseral business problems amd the trends
of the ecenomy. Therefore, Secretary Hodges wants you to know
that, as he said o televisiom ou the Dave Garroway show this
morning, one of the maln jebs of our IDbpartment is to interpret
the views of commerce and indumiry within the walls of Govera-
The Coemerece Department stands ready to bhelp you in
every way which doas mot fall within Isterior's jusisdietion,
both through ouyr Washington offices and ia the field, and in'-
particular, of course, we offer yon the servicem of the buniness

and defense mervices administration, the BDEA, Many of you had
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contact with tha old NPA when you had a tight time on pipe and
oil :fiel_d- supplies back during the Iouur:wa.r. Ve alﬁ provide
facts for ecoromic farecasting from the Gom Bureau, the Office
of DPusiness ne.micu, as woll as services from the Patent |
Office, the Weather Buresu and the Cosst and Geodetic Sarvey.

Ve welcome any suggestions on the subject of how any
of theme depariments eor offices of our depariment cam serve you
better. We are golng thrsugh studies in all tkﬂlﬂ. bureaus
now, and Secretary Hodges would welceme any suggestion where

any of these agencies of the Department could be more helpful

‘te you, in your marketing, your productiom or in any other

aspect of yeuxr businens.
In the wpirit of Bscretary Udall's remarks this morming,

wo, in turn, wonld lilke you to help us éiplmnt the mag

-of the President..

I refor in particular to mtcﬂhy'i balapce of payments
mossage which he semt to Comgreas. Those companiss hers in
the retail distribution end of the oil business can help us
in attracting foreiga tourists to this country. Perhaps by
printing sulti-lingual rmd.' mnﬁ, Widiu touring information

to inceming fereigners, and preparing brochures, perhaps, to

wend to our embassies and foreignitSade fsres. abroad.

Then on the gold flow Problew it~elf w: hope you will
keep in mind im all your busipoms decisions involviang your

overseasn affiliantes and foreign cempanies and im ﬁmtammt-
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policles the gold problem.
im the President said yesterday, in 1980 we had a
balance of payments deficit of 3.8 billiom dollars,
Again I want to thank youw for the privilege of
being here, I enjey the meeting very musch.
(Applauss) -
MR, BALLAKAN: Thank you very much. We 'nap you will be
with us again,
May I introdwce at this time Rear Admiral O. P. lLattm,
Executive Officer of the Military Pnfre’lm Sepply Am.
REMARKS OF ADMIRAL O, P, LATTU, SC, USN,
EXECUTIVE OFFICER, MILITARY PETROLEUM
SUPPLY AGENCY, DEPARTMENT OF DEFENSE.
FRMIRAL IETTU: Mr. Chairman and gentlemen. Fourtesn
and a half yoars ago I understood that this XPC Couneil s
formed to help the govermmemt. The military petroleum supply
agency is a younger agency. A month ago it was four years old,
Thu worning we are having distributed t.or;eu my fouwrth ammual
report of our epesrationm.
| I would like to highlight a few points in this and
then mabke a few remarks. Ops of the first thimgs you may motice
is that we are prmrinz petroleum to the value ef about
one billion ane humdred milliom dollars in the last four or five
years. The 1962 budget that the Presidest submitted, which has

not been changed to date, also provides for one b-ulﬁn fox
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petroleum/

Looking abead the next three years, which is at the
end of this report, we find that we are probably om a steady
level now, with still some increase in JP-4 conmumption, a
1ittle decreame in AV-gas, and yw probably will me in here,
and yom proba’bly will mote in bere that our hauvy fuel has gone
down. But I believe that wams merely for a oms-year period, or
16 months, perhaps, when we bought some Navy special on the West
Coast in the exchasge for some crude.

That probably will go hack to what it used to be.
Barring any unforeseen incidents, _rhich-_ have happensd in the
past, and with a .eaild var we don't kmov where it is going,
we predict that things will be about the same for the next three
years. No one cmn see three years in advance. Ve might have SiC
air alerts. |

The fifty-three trangport planes which have been ordered
to be bought and thiags of that sort might mmm it, and
then again to cempommate for this, thers might be mome docreases
‘here and there. So if you will just bear im mind that this is &
horweback estimate and don'thold me toit, we hope the things
will coms alomg in the mext three years the way we predict
them. |

Four years ago at my agency 63 per ceat of cur buying
- was by formal :dmtiling Daring these fm mn, we have
incressed ocur formal advertising to S0 ‘paT cent, Some ef thim,

of course, is due to the losmening of the market thatwas tight




four years ago.

| We hope to continue improviag this and have cur
pegotiations down to practically nothing. We still do negotiate
our overseas procuremsnts, and some of our uﬁ:tea coutracts.
We consider these competitive megotiations, mot the uguthtiﬁ
fk’lc’h— congress points at sometimes as heing :m-cmt:ltllﬂ,..

Our small buxiness m is going alomg very well and

we will comtinue to keep it rolling at the curreat level. For the
last four yoars, we have averaged about 200 million deollars of
_emall business contracts. This is 23 per cest of our total
proouremcnts inthis avea. | |

For the lamt two years we have also m 1@0!:1:: ma
mihla electranic datr processing and computer mk in m

~of omr bid evaluations. We hope in the mext two weeks we can
prove the feasibility eof this particular tool to help us in the
future. We are rumning today simultaneously with our hand
ovaluation a computer evalwation of our judgmest P-4 mtmtn
which we hm to award in the mext moath..

One of the biggest saviags that we hops to have frem
thiz- in tb-condemme this ﬁm clm; It takes u.' today
nwnmly nine months when the mmntl start ﬂnm"
into the nﬂm nntw agencies and then !.nto un, and
it takes we four momths to complete ocur ecycle of mntf.-
That iz » lomg time. If we can work that dewn to a euph'-nf_.

nonthn the requirements will be better, firmer, and tu
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induatry will get a lock at omr requirsments and be able to give
us botter estimates of what they ecan :ivc us, and we hops that
all of thh will lnooth our path for the future.

'l'h:l; electronic computer is not an oany m:imt

so wy mathematicians tell me. We bave 100 companies biﬁht,
ror instance, we have 300 destimations .and w have 45060
tgammtation ramf

All of tm must be put ia formilas and mai'iato
 this machine. This merning I checked briefly with Big Tem, as
IWcallm, in the jet am,aﬂlmhhmMMGm
along,. Yell, be said, t’himma fnthugs mmum

where the small business on thnlutt.‘.m:t put up some very high

bide, so the computer, of course, ,ﬂttint tm‘ufwmt!.n
fed into it, was delivering products all the way from the Gulf
Coast and the Caribbean all the w‘ay. up to Alaska.

- Of course, on those later am-:m we give tm
wo use » cut—off price, There has beem an example when the
computer moved it up the Mississippi River, even, and via
barge and tanker to a lot of ather activities. ._ﬂo the input
mst be acéurate, Othervise, of course, the results are mo .
oo -

Our allocation :Eae‘ﬂitm oxpamsion program which started

a3

in 1953, due to the soxgoity of nm;;;é;, during the EKorean War
in just about mlats& We have . 11: of ths or:l:lml nine

contracts completed. Two more will complets im ..lm-,or 1963,




and the third ome expires in 1965,
Now, if dueing these periocds of times we find that

these are unsconomical, we certainly wonr'’t hesitate to clome

them down.

@ our projected and digperasd storage facilities
progran of the last tvo years, we have awarded eight contracta.
The niath one should be awarded within a week., The total of
these nine contracts will run sbout 5 million barrels of
additional storage, mest of ii:for the Air Force. This im
scattered throughout the United States to take care of various
atrategic locations. As far as I know, there will be no future
rprm:ts. of this kind, but, again, yom mever know.

”ﬁ;): We have been directed by the Presideat and the Depart-
ment of Defemse to take a good look at all of our comtracts

and see what we cn- do, the military pttrbim -I:uﬂlj m.
towards stopping this flow of gold. You may have seen inthe
newspapers some comnents to the etfect that we have been éhncktng
with the companies that we do overseas business with, with the
poasibility of receiving payment im surplus commodities, Ve

have losked into this, It is legal. It im feasible. But we

are doiag nething until the new administration, the Department

of Agriculture, Treasury and others, take a good loek at this
and give us some guidance.
On November 11, the Attornsy Gemeral made a report om

my agency to the Premident, the Benate and the House of Nepre-
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sentatives. I am not @o mure that this im still on the atreet or
has been printed by the printing office. They have, of course,
been looking at us fer a long time, not only people over my
shop; but they get copies of all of our comtracts. So for

years they have besn taking a good look at us.

AB a whole, I believe we came ofIf very clean. You
| perhaps have already read the newspaper commexrts onthis report.
1 would like to just make one other additiomal remark, or
two.

First, they undress us completely. There is a 1o£'of'
-stathtid: in there that I would never have released to the
industry or to the public. There was ome particular chart
at the end thathbotherad me first because it whowed 21l the
locations of the refimeries and all the military terminals. I
thought "Well, we must be giving our enemies all of this
information very quickly.”

But after looking inte it, I think that this informa-
tion probably is available im different forms but net in one
paper, and thay do not give the longitude and latitude.

8o I am not so sure they can pimpoint this information.But thexe
is a lot of good information, and all the oil andustries that

do business with us should take a good look at this. I think
some of you peeople will learm from it.

TheTe are some remarks in there that pertain to the oil

industry as a whole.
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last, I womld llﬂnui to state that I enjoyed hcﬁtnry
Udall's very refreshing remarks. I have heard some comments
at the API meetings, too, from various members, that the
oll industry ought to get uﬁ and speak for thiualmi. From
ny four years' experience I can honestly state that the
cooperation of the o0il industry with our military problems have

been outstanding, not only during crises such as the lebanonm,

- Suez, Formosa and Congo crises, but i:oda_y or our day to day prob-

leps, We have a lot of them, Thoyr may not get to you, but,
believe me, the psople inmyour cutfits down below have broken
their necks onm week-ends or amy other time to get us the
information and have an answer.

The other day I saw a rush calling cat for some diessl
oil, They seat it out Friday. I saw the dispatch. I checked
on the thing Monday and agked ny.jicnéple, "How do you expect
the people iz New York to get thim muag?, ever? How do ym
eipoc-t them to kave awards im here today, with all the soow
down there? They are not even :lﬁthe office."

It showed up that some people in Los Angeles got it

and some ‘pouple in New York didn't get it. I told them let's

glve them an extra day and take a look into it, despite the

emergency, We have had trouble in New York with some of the
small oll companies delivering bads.  The snov im bad and
maybe their equipment isn't enocugh. We have liad to go to other

people to take care of the matiter because some of the imstalla-
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tions wanted it imediately for their quarters. So with all of
these problems, diy: amd night, any week and mo forth, I want to

_thank the industry for the wholehearted coeperatiom we have

recoived in the last four years.

Thank youm. |

(4pplause)

MR, HALLANAN: 'hask you very mmch, Admirsl. Ve
appreciate those remarks.

Mr, Marshail from the Special Committee on Pemaion and
Retirement, are you prepared to present a report?

REPORT OF PENSION & RETIREMENT COMMITTEE
J. HOWARD MARSHALL, CHAIRMAN

MR, MARSHALL: Ope of sorts, Mr. Chairman.

I guess it ham been abﬁnt a year mince Walter
nominated three of us to survey the Ifield az to what the Council
ought to do with respect to that few of itm onplqm who have
had the kind of yexrs of service that in most of our companies
lead to aome seort of peasion henefits. I wouldn't have to
tell the Council that thereare as many ideas as to how this
sort of thing ought te be done as there are insurance companies,

pension trusts, and lawyers to loek at it.

While it seeums like = simple problem, most of you
undoubtedly know from wrestling with it in your own companies,
it isn't quite a2z simple as it looks. Probably some of the

moat difficult features of the thing relate to the mammer in
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which you do it so the euployees in question do not receive
the income as ordinary income in the year in which the benefit
vests, which is, of course, an impolite way of seeing that
he gts practically nothing eut of it.

The committee .ha-. circulated among its members various
* '*phg-mhteh we havo had sur own conpany 'pemim people look at.
Fortusately under the geod directiom of m Brown, thers are not
a lot of pecple that we have to be cm&rﬂd about, The com-
mittes at this mement is not prepared to recommend some specific
plan even if we had it. Wo would have to clear it through the
intersal Bevemue Bureau before we would be sure that it did
not fall inte some tax p:l.t.nll. Because I for one am concerned
| about allowing this thig to be delaysd too far, I would liﬁe
te propose and move that the Council refer thiﬂ matter to thﬁ
Chairman of the Cmii vith_aitharlty to put into effect a
plan for eﬁpl@mn with appropriate length of service, the
Chairman to consult with this committee to whatever extent. he
deems. deaixrable. |
S . I would 11ike to get the thing moving, and on this
technical subjsct this seems t.n pe the best way to do it, I
so mnove.

++. The motion wvam regularly seconded ..

MR, BALLANAN: All ia faver of Mr. Marshall's motien
will indicate by saying "aye"; contrary, "mo."

It i=s =0 ordered.
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We will now have the report of the Secretary-Treasurer

as to the Council's finances.
REPORT OF méuwmasum AND
'APPROVAL OF 1961 NPC BUDGET

MR. BROWN: On the matter of receipts and disburse-
ments during the calendar year eamding December 31, 1960, the
recelpts and contributions, publicatioms, and other sources ,,
totus'me,sss. We mpent during the same period of time $106,398.

I might say that in those experditures are the items
of cost of new furniture and fixtures, and office remodeling
that has taken place during the year to bring our headgquarters
hack up to what we feel you men:would like to have, _a_nd'hm that
thoge of you who can spare the time might drop by and see what
we have dome. VWe had at the begimning of the year $592,019,
That means that ags of the end of the year we had in the
general funds of the Council $59,187. Oar reserve fund did not
change during the year, fortumately, It i mostly imvested
in Goverament bemds, and ome bank deposit, and the cost of those
bonds and the bank deposit represents $137,000,

My. Chairman, that iz the receipts and disbursements
report,

MR, HALLANAN: I bave discussed the 1961 budget with
Hr. Brown, and we recommend the budget of 3100,000, rh:lc’h‘ was
the game amounnt as the Council approved ipst year. We mpent a

1ittle bit more to that dus, as Hr, Brown said, to some extra
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furnishings which were provided at the Council offices, but we
feel we can live thia year within the same budget am we had
lastr year. If we may have a motion for the approval of the
budget for 1961 of $100,000, we can vote on it.

soe Thn motion was duly seconded ...

MR, HALLANAR: It has been moved and meconded that
the 1961 budget be fixed at $100,000, all in favor sigmify by
saying "aye'"; cqntr:ary-, "no._“

It iz so ordered.

Iz there any new busineas?

MR, BROWN: My, Chairman, I would like to have a

resolution frem this Coumcil to authorize in the absence of the

‘Secretary-Treasurer — I might want to take a vacation, which

1 baven't had smmch opportunity to do ~- it will be a short

one - the signing of checks or other orders drawn on the

Council fumds by the Assistant Secretary-Treasurer, whom I trust
you will desigmate.

MR, HALLANMAK: May we have such a motion?

.»« The motion was= wegularly seconded ...

MR, HALIANAN: It has'beem moved and seconced that ih
the absenoe of thl Becretary~-Treasurer, the Assistant Jecretary
Treasurer be authorized to sigm checks on the Coumcil's funds.

All in favor indicate by saying "aye'"; contyrary, "nmo."

It i= so ordered.

Is there any further business?
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1t .there ias no further business, a motion to adjeurn
is in order.

«v. A motion was made, re-gularli seconded, put to a
vote and carried ... |

MR. HALLANAN: We are now adjournsd,

Thank you very mach for your presence.

.o Adjourned at 12:15 ...






